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THE  PRESIDENT'S  ECONOMIC  PLAN 


WEDNESDAY,  MARCH  3,  1993 

House  of  Representatives, 
Committee  on  Post  Office  and  Civil  Service, 
Subcommittee  on  Compensation  and  Employee  Benefits, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  call,  at  4:26  p.m.  in  the  main 
auditorium,  Department  of  Labor,  200  Constitution  Avenue,  Hon. 
Eleanor  Holmes  Norton  (chair  of  the  subcommittee)  presiding. 

Members  present:  Representatives  Norton,  Ackerman,  Byrne, 
and  Morella. 

Staff  present:  Cedric  R.  Hendricks,  staff  director;  Brian  Seward, 
legislative  assistant;  Darrick  Weave,  legislative  associate. 

Ms.  Norton.  Hearing  will  come  to  order. 

I'm  pleased  that  the  ranking  member  has  arrived.  She  was  doing 
good  work  for  Federal  employees  and  informs  me  that  the  Hatch 
Act  passed  the  House  of  Representatives.  I  would  say  that  gets  this 
hearing  off  to  the  right  start. 

I  want  to  welcome  all  of  you  to  this  hearing,  the  first  of  two  hear- 
ings necessary  to  assist  this  subcommittee  and  the  House  of  Rep- 
resentatives in  its  consideration  of  a  fiscal  year  1994  budget  resolu- 
tion and  subsequent  legislation.  Today's  hearing  will  take  testi- 
mony from  Federal  employee  organizations  and  Federal  employees 
themselves.  Next  Wednesday  we  will  hear  from  representatives  of 
the  Office  of  Management  and  Budget,  the  Office  of  Personnel 
Management,  the  Congressional  Budget  Office,  and  the  General  Ac- 
counting Office. 

President  Clinton's  economic  recovery  plan  relies  heavily  on  sav- 
ings from  the  anticipated  compensation  and  benefits  of  Federal  em- 
ployees. Because  more  than  two-thirds  of  the  proposed  domestic 
discretionary  cuts  in  the  President's  plan  would  come  from  Federal 
employees,  they  have  raised  questions  of  fairness  about  a  plan  that 
otherwise  has  won  wide  acceptance  from  the  American  people  de- 
spite the  sacrifices  it  asks  of  them. 

The  President  has  been  forthright  that  sacrifices  from  all  except 
low-income  Americans  are  necessary  to  reduce  a  deficit  that  poses 
a  clear  and  present  danger  to  the  economy  and  the  American  peo- 
ple by  draining  away  capital  that  is  badly  needed  for  investment 
in  them.  I  agree.  I  am  pleased  that  the  congressional  leadership 
has  already  stepped  forward  to  say  that  we  and  our  staffs  will  not 
accept  a  salary  increase  in  1994. 

I  have  had  every  indication  that  Federal  employees,  like  other 
Americans,  also  want  to  support  the  President's  plan.  They  are  an 
unusually  committed  and  intelligent  work  force  that  has  made  such 
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sacrifices  before.  The  question  before  us,  therefore,  is  not  exemp- 
tion from  sacrifice,  but  whether  there  are  ways  to  achieve  savings 
in  Federal  expenditures  without  targeting  numerous  times  the 
same  source.  Federal  employees.  This  is  the  most  useful  question 
this  hearing  can  address. 

The  package  before  us  appears  to  have  been  drawn  by  simply  as- 
sembling each  and  every  increase  in  Federal  expenditures  that 
would  be  part  of  the  Federal  employee  wage  or  benefit  package: 
next  year's  2.2-percent  pay  increase  canceled;  execution  of  locality 
pay  delayed  1  year;  pay  increases  reduced  through  1997;  child  sur- 
vivor benefits  limited;  payments  to  survivors  of  Federal  retirees  re- 
duced; lump-sum  retirement  benefits  ended;  large  health  care  costs 
transferred  from  the  Government  to  enrollees;  tax  increases  and 
other  contributions  applicable  to  other  Americans  applied  to  Fed- 
eral employees  as  well.  Beyond  these  most  obvious  effects  on  the 
employees,  this  package  apparently  would  have  many  unintended 
effects  as  well. 

Nevertheless,  this  hearing  must  not  become  a  gripe  session.  I 
have  asked  those  who  appear  here  today  to  also  offer  their  own 
suggestions  as  to  how  savings  from  Federal  workers  and  expendi- 
tures should  be  achieved  and  which  of  the  President's  proposals  are 
most  or  least  objectionable.  If  this  problem-solving  attitude  is 
brought  to  the  hearing  table  today,  I  have  no  doubt  that  Federal 
employees  will  join  other  Americans  in  supporting  the  President's 
entire  plan,  including  contributions  from  us  all. 

I  have  some  good  news  to  start  us  on  our  way.  I  have  raised  the 
issue  of  multiple  sacrifices  from  Federal  employees  directly  with 
0MB  Director  Leon  Panetta.  He  indicated  that  he  had  some  dif- 
ficulty with  the  Federal  employee  package  was  well  and  made  men- 
tion of  health  care  benefits  and  locality  pay  in  particular.  There 
was  no  time  for  elaboration  or  for  a  detailed  conversation  on  the 
package.  More  important,  however,  Mr.  Panetta  indicated  a  will- 
ingness to  work  with  me  and  with  this  subcommittee. 

The  President's  economic  recovery  plan  is  unusually  thoughtful, 
balanced,  and  brave.  A  plan  that  has  these  characteristics  clearly 
intends  no  unfairness  to  any  Americans.  I  have  no  doubt  that  with 
the  spirit  of  collegiality  that  is  best  used  to  solve  difficult  problems. 
Federal  employees  and  their  organizations  can  help  us  find  ways 
to  help  our  President  and  our  country  make  savings.  All  that  is  re- 
quired is  that  Federal  employees  bring  to  this  challenge  the  inge- 
nuity, hard  work,  and  intelligence  that  they  bring  to  the  Federal 
work  place  every  day. 

It  is  my  pleasure  now  to  recognize  the  ranking  member  of  this 
subcommittee  and  my  good  friend.  Representative  Connie  Morella. 

Mrs.  Morella.  Thank  you,  Madam  Chair. 

Since  there's  nothing  that  comes  between  us  on  this  issue,  other 
employee  issues  and  many  other  issues,  I  think  there  will  be  a 
remedy. 

I  am  pleased,  as  Delegate  Norton  mentioned,  to  tell  you  that  the 
Hatch  Act  passed,  and  I  know  that  our  two  colleagues  have  joined 
us  because  they  were  also  voting  on  it  and  now  finally  we  will  have 
a  reform  of  the  3,000  contradictory,  ambiguous,  confusing  regula- 
tions that  have  been  added  on  since  1940  that  have  kept  3  million 
Americans  from  having  a  voice  in  their  Government.  So  it's  a  trib- 


ute  to  all  of  you  who  have  worked  on  this  issue,  too,  and  to  us 
who've  worked  on  this  issue  that  finally  you  will  be  American  citi- 
zens. 

Madam  Chair,  I  want  to  take  this  opportunity  to  commend  you 
for  organizing  this  field  hearing.  I  have  been  behind  it  with  you, 
as  our  other  members  have  been,  too.  This  is  truly  a  public  hearing 
where  employee  representatives  and  unsolicited  witnesses  appear 
and  share  their  thoughts  on  a  subject  which  affects  them  deeply. 
Indeed,  the  subject  of  a  Federal  pay  freeze  affects  all  Americans. 
The  morale  of  public  employees  affects  every  facet  of  American  life: 
Federal  law  enforcement,  scientists  working  on  cures  for  Alz- 
heimer's or  AIDS  or  cancer,  the  quality  of  our  food  and  medicine, 
the  quality  of  our  technical  standards,  and  safety,  the  safety  of  our 
waterways,  the  administration  of  Social  Security  and  Veteran's 
benefits.  The  people  who  attend  to  these  and  so  many  more  func- 
tions are  Federal  employees.  We  must  not  forget  it. 

The  freezing  of  Federal  pay  would  be  disastrous  for  every  Fed- 
eral employee.  But  I  am  particularly  concerned  about  those  who 
are  in  the  lower  levels  of  the  GS  scale  because  these  rungs  are 
dominated  by  women,  minorities,  single  parents,  the  most  -/ulner- 
able  in  our  society.  A  pay  freeze  is  not  a  lure  to  attract  the  bright- 
est and  the  most  innovative  employees  into  Federal  service.  It  sim- 
ply shows  that  the  Government  can  not  be  trusted  to  honor  its 
commitment. 

I  have  written  to  President  Clinton  that,  though  I  support  reduc- 
ing the  Federal  budget  deficit  in  an  equitable  and  consistent  man- 
ner, that  I  have  great  reservations  about  supporting  any  proposal 
which  further  adversely  affects  Federal  employees.  They  are  the 
ones  that  are  so  often  hit.  Federal  employee  bashing  seems  to  be 
bipartisan  in  terms  of  what  has  been  happening,  and  I  do  believe 
that  there  are  other  effective  measures  that  can  be  taken  to  cut  the 
cost  of  government  and  many  of  these  suggestions  can  come  di- 
rectly from  the  people  who  actually  run  the  Government  and  do  the 
work.  There's  much  that  managers  can  learn  from  employees,  and 
the  use  of  total  quality  management  which  strives  to  make  workers 
more  productive  and  efficient — we  can  learn  from  that. 

A  recent  article  in  the  Federal  Times  reports,  and  I  quote.  In  the 
past,  pay  freeze  has  resulted  in  managers  using  the  classification 
system  to  make  up  for  employees'  frozen  pay.  I  wrote  the  President 
that  one  of  the  ways  to  cut  the  cost  of  running  the  Government 
would  be  to  update  the  classification  system  to  reflect  real  duties. 
Again,  there  are  many  to  cut  costs  without  freezing  pay,  which  is 
the  least  creative  and  the  most  demoralizing. 

Madam  Chair,  we  have  a  full  schedule  today.  I'm  going  to  limit 
my  comments  so  that  we  can  begin  to  hear  the  testimony  of  our 
witnesses.  I  was  one  who  introduced  the  locality  pay  differential  for 
this  area  and  all  of  us  who  are  on  this  subcommittee  certainly  ap- 
plauded the  Pay  Comparability  Act,  which  is  another  thing  that 
has  been  cast  asunder  by  this  proposal.  I  look  forward  to  listening 
to  the  representatives  here  today  and  to  having  them  give  us  some 
suggestions  about  what  might  be  done.  I  thank  you  and  I  yield 
back  the  balance  of  any  time  I  may  have  had. 

Ms.  Norton.  Thank  you  very  much,  Mrs.  Morella. 


Next,  Fd  like  to  ask  Mr.  Ackerman,  who  chaired  this  committee 
last  year  and  fortunately  remains  a  member,  if  he  has  any  opening 
remarks. 
Mr.  Ackerman.  Thank  you  very  much.  Madam  Chair. 
As  the  immediate  past  chair  of  the  subcommittee,  I  want  to  com- 
mend you,  Madam  Chair,  for  your  expeditiously  convening  this 
most  important  hearing  on  the  effect  of  President  Clinton's  plan  to 
revitalize  the  American  economy  on  Federal  workers,  retirees,  and 
their  families.  You  have  underscored  the  fact  that  you  intend  to  go 
right  directly  to  the  people  bringing  this  important  hearing  off  of 
the  Hill  and  right  here  to  the  Department  of  Labor's  offices. 

It's  essential  that  this  subcommittee  be  in  the  vanguard  in  pro- 
tecting Federal  employees'  benefits,  which  include  pay  and  retire- 
ment and  health  and  life  insurance  benefits.  But,  as  we  all  know, 
our  posture  should  not  be  limited  to  defending  against  attempts  to 
cut  Federal  benefits  but  that  we  should  also  be  working  to  improve 
pay  and  benefits  as  well.  It's  clear  to  me  that  we  all  will  be  asked 
to  make  sacrifices,  and  that  includes  ourselves  as  Members  of  Con- 
gress. After  all,  we  participate  in  the  same  health  program  and  the 
same  retirement  system  as  every  other  Federal  worker.  Further, 
the  House  leadership  has  already  indicated  that  they  will  explore 
ways  to  apply  the  same  freezes  on  pay  to  us  as  the  President  pro- 
poses to  place  on  other  Federal  employees. 

This  being  said,  however.  Federal  employees  time  and  time  again 
have  been  asked  by  the  administration  from  both  parties  to  stand 
at  the  head  of  the  Une  when  financial  sacrifices  are  called  for. 
Therefore,  it  is  essential  that  this  subcommittee  methodically  and 
exhaustively  investigate  the  relative  impact  that  such  sacrifices 
will  have  on  the  most  loyal  and  hard-working  people  in  the  world. 

Madam  Chair,  as  the  author  of  the  Pay  Comparability  Act,  which 
sought  to  bring  Federal  salaries  in  line  with  private  sector  wages, 
I  am  concerned  that  the  pay  freeze  and  the  delay  in  the  implemen- 
tation of  locality  pay  provisions  of  the  Act  will  have  a  detrimental 
effect  on  hiring  and  retaining  high  quality  civil  servants.  As  the  au- 
thor of  the  Federal  Employees  Health  Benefits  Reform  Act,  I'm 
troubled  by  the  administration's  intention  to  try  to  save  $680  mil- 
lion by  opposing  the  extension  of  the  "proxy  premium  provision." 
As  a  result,  this  amount  would  be  absorbed  by  FEHBP  bene- 
ficiaries. However,  I  must  say  that  I  am  heartened  that  the  admin- 
istration has  decided  to  leave  the  retirement  COLA's  in  place. 

On  the  whole,  I  support  the  President's  economic  package,  but 
that  support  does  not  preclude  me  from  analyzing  the  entire  budget 
and  pressuring  and  cajoling  the  administration  to  treat  all  of  our 
employees,  as  they  have  earned  and  as  they  well  deserve. 

Thank  you.  Madam  Chair. 

Ms.  Norton.  Thank  you,  Mr.  Ackerman. 

Fd  like  to  ask  the  newest  member  of  the  committee,  a  new  Mem- 
ber of  Congress,  Ms.  Byrne,  if  she  has  any  opening  remarks. 

Ms.  Byrne.  Thank  you.  Madam  Chair. 

Sacrifice  is  what  we've  been  told  we're  going  to  discuss  and  we're 
here  today  to  discuss  that  sacrifice.  America  has  been  living  on  a 
credit  card  and  I'm  afraid  over  the  last  12  years  that  bill  has  come 
due  this  year.  Now  as  we  preside  over  this  mountain  of  debt,  we 
have  to  roll  up  our  sleeves,  as  we  all  know,  and  get  to  work. 


The  underlying  question  is  who  will  sacrifice,  and  the  Federal 
employee  is  certainly  no  stranger  to  sacrifice.  Time  and  time  again, 
this  Nation  has  called  upon  its  public  servants  to  contribute  their 
fair  share  and  each  time  they've  answered  the  call.  On  February 
17  President  Clinton  challenged  all  Americans  to  share  in  the  sac- 
rifice necessary  to  revitalize  our  Nation.  All  Americans  are  aware 
without  hard  work  our  Nation  is  facing  a  future  of  decline.  We 
must  work  together  to  move  this  mountain  of  debt,  not  to  the 
shoulder's  of  our  children  or  our  grandchildren  with  this  debt  but 
to  place  this  where  it  belongs — in  history. 

Shortly  after  hearing  President  Clinton's  remarks,  I  heard  from 
hundreds  of  constituents,  three  of  whom  will  join  us  today  to  share 
their  concerns.  Like  many  of  my  constituents  in  the  11th  District, 
I,  too,  am  concerned  about  Federal  employees  and  how  they're  ex- 
pected to  take  on  more  than  their  fair  share  of  the  burden.  In 
short,  President  Clinton's  economic  recovery  plan  proposes  to  freeze 
Federal  pay  in  1994,  reduce  pay  from  1995  through  1997  and  im- 
pose higher  taxes  on  all  Federal  employees.  I'm  gravely  concerned 
that  this  combination  will  have  a  deleterious  effect  on  our  Nation's 
Federal  employees  and  unfairly  force  them  to  shoulder  a  dispropor- 
tionate share  of  the  burden. 

Surprisingly,  the  only  other  Americans  asked  to  share  a  similar 
burden  will  be  those  earning  over  $250,000  a  year.  Forty  six  per- 
cent of  all  Federal  workers  earn  less  than  $30,000  a  year.  In  addi- 
tion to  the  pay  freeze,  cuts  and  increased  taxes,  the  President's 
budget  will  request  additional  cuts  in  benefits  such  as  the  elimi- 
nation of  the  lump  sum  benefit  option  and  the  reduction  in  pay- 
ments to  survivors  of  Federal  retirees  and  lowering  of  the  age  limit 
paid  to  children  of  Federal  workers. 

Federal  workers  do  not  want  to  shirk  their  responsibilities  to  aid 
in  the  decrease  of  the  Nation's  deficit.  In  fact,  in  the  past  10  years 
Federal  employees  have  contributed  $120  billion  to  that  end.  They 
already  accomplished  a  great  deal  of  deficit  reduction  with  delayed 
and  reduced  and  cancelled  pay  raises. 

It's  not  very  long  ago  that  the  Federal  Government  was  experi- 
encing serious  problems  in  recruiting  and  retaining  Federal  em- 
ployees. As  a  direct  result,  Congress  and  my  colleagues  here  and 
the  Bush  administration  agreed  on  a  long-term  comprehensive  pay 
reform  program  that  was  designed  to  strike  a  balance  between  Fed- 
eral salaries  and  the  private  sector.  The  rationale  for  this  program 
was  simple.  To  prevent  high  quality  people  from  leaving  the  Gov- 
ernment for  the  private  sector.  The  average  pay  gap  between  public 
and  private  sector  salaries  still  remains  at  29  percent.  Given  the 
economic  realities  that  we  face  today,  however,  I'm  afraid  that  any 
effort  to  continue  pay  reform  will  be  lost.  Also  what  may  be  lost 
is  the  hope  of  maintaining  an  effective,  motivated  work  force  that 
will  be  crucial  if  we  are  to  succeed  in  carrying  out  the  economic  re- 
covery plan  that  President  Clinton  and  our  Nation  want  so  des- 
perately to  succeed. 

In  conclusion,  Madam  Chair,  it  is  my  intent  to  ascertain  at  the 
conclusion  of  these  hearings  what  exactly  is  fair  and  to  commu- 
nicate that  message  to  President  Clinton.  It  is  my  hope  that  we 
will  not  only  hear  the  testimony  of  our  witnesses  but  also  listen  to 


how  they  believe  it  will  affect  in  many  instances  the  entire  remain- 
der of  their  lives. 

I  thank  the  Chair  for  her  leadership  in  recognizing  the  need  to 
meet  with  Federal  employees  and  their  representatives  to  continue 
to  have  constructive  dizilog  in  the  scope  and  the  impact  of  President 
Clinton's  proposals. 

Thank  you,  Madam  Chair. 

Ms.  Norton.  Thank  you  very  much,  Ms.  Byrne. 

I'm  going  to  call  the  first  panel  of  witnesses:  Robert  Tobias,  Mr. 
David  Schlein,  Mr.  Robert  Keener,  Mr.  James  Sommerhauser,  and 
Mr.  Stuart  Smith. 

And  I'm  going  to  ask  those  of  you  who  are  from  the  audience  of 
this  hearing,  now  that  we  have  finished  the  jubilation  of  learning 
that  the  Hatch  Act  has  passed  and  the  opening  statements,  to  hold 
any  applause  or  other  public  demonstrations.  This  is  a  hearing,  an 
official  hearing  of  the  House  of  Representatives.  I  will  conduct  it 
as  such,  and  there  is  to  be  no  public  demonstration  of  any  kind. 

May  I  hear  first  then  from  Mr.  Robert  Tobias. 

STATEMENT  OF  ROBERT  M.  TOBIAS,  PRESmENT,  NATIONAL 
TREASURY  EMPLOYEES  UNION,  ACCOMPANIED  BY  DAVID  J. 
SCHLEIN,  VICE  PRESIDENT,  AMERICAN  FEDERATION  OF 
GOVERNMENT  EMPLOYEES;  ROBERT  S.  KEENER,  PRESI- 
DENT, NATIONAL  FEDERATION  OF  FEDERAL  EMPLOYEES; 
JAMES  E.  SOMMERHAUSER,  PRESIDENT,  INTERNATIONAL 
FEDERATION  OF  PROFESSIONAL  AND  TECHNICAL  ENGI- 
NEERS; STUART  SMITH,  PRESIDENT,  COUNCIL  26,  AMERICAN 
FEDERATION  OF  STATE,  COUNTY,  AND  MUNICIPAL  EMPLOY- 
EES 

Mr.  Tobias.  Madam  Chair,  I'm  Robert  Tobias,  president  of  the 
National  Treasury  Employees  Union.  I  really  appreciate  the  fact 
that  you've  scheduled  this  hearing  in  such  a  timely  manner.  It's  an 
important  issue  to  all  Federal  employees  and  NTEU  members. 

On  February  17  President  Clinton  called  for  change  and  he 
called  for  fairness  and  sacrifice.  We  agree  with  that  and  we,  as 
Federal  employees,  will  gladly  make  our  contributions.  We  are  citi- 
zens first  and  public  employees  second.  But  what  has  been  pointed 
out  here  already  today  is  that  President  Clinton  has  asked  Federal 
employees  to  shoulder  an  unfair  burden  because  70  percent  of  the 
domestic  discretionary  spending  cuts  in  1994  are  to  be  borne  by 
Federal  employees.  In  addition,  64  percent  of  the  domestic  discre- 
tionary spending  cuts  over  the  next  5  years  are  to  be  borne  by  Fed- 
eral employees.  Our  pay  would  be  frozen.  The  President  is  asking 
us  to  assume  responsibility  for  $680  million  in  health  care  costs. 

We  believe  the  proposal  is  unfair  and,  most  importantly,  threat- 
ens to  break  the  promise  Congress  made  to  Federal  employees  in 
1990  to  close  the  comparability  gap  by  creating  a  locality  pay  sys- 
tem. We've  been  waiting.  Madam  Chair,  since  1976  for  the  coni- 
parability  gap  to  be  addressed  and  in  1990  we  were  told  to  wait 
until  1994  and  it  would  start  happening.  Even  in  1994,  the  gap  is 
not  scheduled  to  be  closed  for  a  period  of  10  years,  but  we  were 
promised  a  beginning  in  1994  and  now  we're  told  we  must  wait 
again.  It's  not  as  though  Federal  employees  are  wild-eyed  zealots 
seeking  something  they  don't  deserve. 


As  part  of  the  transition  document  the  GAO  published  in  1992, 
it  said  that  "Achieving  a  consensus  between  the  administration  and 
Congress  was  a  long,  arduous  process  that  would  be  difficult  to  re- 
establish if  the  current  program  were  to  become  side-tracked.  Full 
implementation  of  pay  reform  is  a  key  building  block  of  a  more  ef- 
fective government  and  important  to  the  Government's  ability  to 
attract  and  retain  a  highly  qualified  and  motivated  work  force." 

GAO  pointed  out  also,  as  Congresswoman  Byrne  mentioned,  that 
over  the  past  10  years  Federal  employees  have  already  contributed 
$120  billion  of  sacrifice.  These  contributions  came  in  the  form  of 
delayed,  reduced,  and  canceled  pay  raises  and  retiree  COLA's, 
changes  in  the  Civil  Service  Retirement  System  benefits,  and  the 
shifting  of  health  care  costs  to  enrollees. 

But  the  cost  which  is  most  often  overlooked  with  President  Clin- 
ton's proposal  is  the  cost  to  the  lower  graded  Federal  employees. 
One-half  of  our  members  make  less  than  $30,000  a  year  and  at 
$30,000  a  year  it'll  cost  that  employee  some  $1,800  a  year  in  sac- 
rifice, far  in  excess  of  what  President  Clinton  is  asking  others  at 
that  salary  level  to  sacrifice.  The  administration's  vision  of  change 
for  America  presents  little  hope  for  the  Nation's  Federal  workers. 
Its  proposals  unfortunately  place  far  too  little  value  on  the  need  for 
a  trained  and  dedicated  civil  service. 

I  urge  you  and  your  colleagues.  Madam  Chair,  to  implement  the 
pay  reform  law  that  Congress  enacted  and  to  continue  to  honor  the 
Federal  Government's  responsibility,  as  the  Nation's  largest  em- 
ployer, to  provide  affordable  health  care  benefits  to  its  employees. 
We  stand  ready  to  work  with  you,  and  we  urge  you  to  pursue  these 
goals  of  making  the  burden  truly  fair  rather  than  unfair  as  we  see 
it  today. 

Thank  you. 

Ms.  Norton.  Thank  you,  Mr.  Tobias. 

[The  prepared  statement  of  Mr.  Tobias  follows:] 

Prepared  Statement  of  Robert  M.  Tobias,  President,  National  Treasury 

Employees  Union 

Madam  Chairwoman,  I  am  Robert  Tobias,  President  of  the  National  Treasury  Em- 
ployees Union.  On  behalf  of  the  150,000  federal  workers  represented  by  NTEU,  I 
want  to  thank  you  for  your  leadership  in  scheduling  this  hearing  today  to  focus  at- 
tention on  the  impact  of  the  Administration's  budget  proposals  on  the  federal 
workforce. 

When  OMB  Director  Panetta  recently  appeared  before  the  House  Budget  Commit- 
tee, he  used  words  such  as  fair  and  balanced  to  describe  the  President's  FY  94  budg- 
et proposals  and  stated  that  every  sector  of  society  was  being  asked  to  contribute 
equally.  Madam  Chairwoman,  1  submit  that  the  proposals  affecting  federal  workers 
are  anything  but  fair  and  balanced. 

Of  the  $4.3  billion  in  domestic  discretionary  cuts  scheduled  for  1994,  $3  billion, 
or  more  than  two-thirds  of  the  proposed  savings,  are  taken  from  federal  employee 
accounts.  One  Senate  Budget  Committee  analysis  of  the  President's  5  year  package 
states,  "Of  ^e  $70.9  billion  in  nondefense  gross  discretionary  savings,  $45.6  billion, 
or  64  percent,  are  derived  from  across-the-board  Federal  pay  reductions  and  unspec- 
ified administrative  or  attrition  savings." 

Federal  employees  are  certainly  willing  to  contribute  their  fair  share,  but  64  per- 
cent of  all  nondefense  discretionary  savings  over  the  five  year  period  cannot  be  con- 
sidered fair  or  balanced  under  any  definition  of  those  terms. 

The  FY  94  budget  package  presented  to  Congress  seeks  to  freeze  federal  pay  until 
January,  1995,  delay  the  implementation  of  the  locality  adjustments  set  to  begin  in 
1994  as  a  result  of  the  much-heralded  Federal  Employees  Pay  Comparability  Act 
(FEPCA),  reduce  federal  employment  by  100,000  by  1995  and  bleed  dry  agency  ad- 
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ministrative  accounts  already  ravaged  by  years  of  across  the  board  reductions  in  ap- 
propriations. 

FEPCA  was  the  first  serious  effort  toward  fixing  the  badly  broken  federal  pay 
compensation  system  in  20  years.  The  past  Administration,  Congress  and  federal 
employee  representatives  worked  extremely  hard  to  bring  about  this  compromise 
legislation.  It  established  a  system  to  more  closely  tie  federal  salaries  to  local  wage 
rates  and  make  them  more  competitive  with  the  private  sector.  Moreover,  it  estab- 
Ushed  an  orderly  pay-setting  process  and  prescribed  specific  circumstances  under 
which  the  President  may  alter  the  scheduled  pay  adjustments.  These  circumstances 
are  not  present,  yet  the  President  has  proposed  eliminating  the  2.2%  Employment 
Cost  Index  (ECI)  adjustment  due  next  January  as  well  as  disrupting  the  new  local- 
ity adjustments  in  the  very  first  year  of  their  implementation.  This  is  not  only  con- 
trary to  the  intent  of  FEPCA,  but  clearly  violates  the  spirit  of  the  agreement  which 
led  to  its  enactment  as  well  as  frustrates  Congress'  goal  of  achieving  pay  com- 
parability through  orderly  adjustments  in  federal  pay.  The  average  pay  gap  between 
pubUc  and  private  sector  salaries  still  hovers  around  29%.  This  is  a  national  average 
of  how  far  behind  federal  employees  are.  There  has  been  no  improvement. 

As  part  of  its  December,  1992  transition  series  of  reports  to  the  new  Administra- 
tion, the  GAO,  in  its  examination  of  the  pubUc  service,  presented  the  following  anal- 
ysis of  FEPCA:  ".  .  .  Achieving  a  consensus  between  the  administration  and  Con- 
gress was  a  long,  arduous  process  that  would  be  difficult  to  reestablish  if  the  cur- 
rent program  were  to  become  sidetracked.  Full  implementation  of  pay  reform  is  a 
key  building  block  of  a  more  effective  government  and  important  to  the  govern- 
ment's ability  to  attract  and  retain  a  highly  qualified  and  motivated  workforce." 

We  negotiated  in  good  faith  to  reach  agreement  on  FEPCA  and  we  compromised 
in  key  areas,  but  in  the  end,  we  charted  a  new  course  in  which  federal  pay  would 
be  driven  by  sound  personnel  management  policies.  I  am  disheartened  by  the  Presi- 
dent's breach  of  commitment  to  this  important  concept. 

Furthermore,  it  is  not  as  if  federal  employees  have  not  contributed  generously  in 
past  efforts  to  tame  the  federal  deficit.  According  to  the  General  Accoimting  Office 
(GAO),  from  1981  through  1990,  federal  workers  and  retirees  contributed  $120  bil- 
Uon  dollars  toward  tiiis  goal.  These  "contributions"  came  in  the  form  of  delayed,  re- 
duced and  cancelled  pay  raises  and  retiree  COLAs,  changes  in  Civil  Service  Retire- 
ment System  benefits,  the  shifting  of  health  care  costs  to  enrollees  and  numerous 
other  federal  program  cutbacks. 

The  1989  Volcker  Commission  Report  on  rebuilding  the  public  service  provided  an 
interesting  perspective  on  American  citizens'  perceptions  of  their  government.  They 
found  that: 

"PubUc  perception  contains  an  abundance  of  myth  and  only  a  modicum  of  reality. 
The  public  beUeves,  for  example,  that  the  government  servant  is  less  productive  and 
enjoys  more  benefits  than  hds  or  her  counterpart  in  business.  General  Accounting 
Office  (GAO)  studies  find  that  the  reverse  is  true:  productivity  of  the  civil  servant 
is  marginally  greater  than  that  of  comparable,  private-sector  employees,  and  the 
benefits,  other  than  pay,  are  about  the  same  for  both  sectors." 

0MB  Director  Panetta  has  indicated  that  to  some  degree,  these  excessive  hits  to 
the  federal  work  force  were  bom  from  a  need  to  show  equity  of  contribution  in  terms 
of  the  government  stepping  forward  first  in  the  deficit  reduction  fight.  I  want  to  see 
a  budget  based  on  sound  management  policy,  not  pubUc  perception. 

We  have  also  been  told  that  the  President's  budget  recommendations  are  equi- 
table for  the  middle  class  who  will  only  inciir  an  average  of  $17  per  month  in  new 
energy  taxes.  This  apparently  doesn't  include  the  average  middle  class  federal  work- 
er, however. 

The  average  federal  worker  in  the  United  States  earns  $36,000  per  year.  Freezing 
federal  pay  for  one  year  results  in  a  loss  of  $2,160  for  this  average  American,  which, 
when  coupled  with  the  $17  in  proposed  new  energy  taxes,  makes  for  a  net  monthly 
loss  of  $182.  This  loss  is  even  greater  when  the  effects  of  the  expected  health  benefit 
cost  shift  and  loss  of  future  pension  benefits  as  a  result  of  the  pay  freeze  are 
factored  into  the  equation.  $17  is  a  sacrifice  that  federal  workers  are  wiUing  to 
make.  $182  per  month  is  excessive,  unfair  and  intolerable.  Despite  what  the  Presi- 
dent says,  the  proposed  recommendations  for  gutting  the  federal  pay  system  will  re- 
sult in  many  federal  workers  who  make  less  than  30,000  per  year  sacrificing  thou- 
sands of  dollars. 

In  addition,  the  budget  assumes  that  $700  million  in  health  care  premium  costs 
be  shifted  from  the  government  as  employer  to  the  enrollees.  The  Office  of  Personnel 
Management  (0PM)  has  already  announced  that  this  proposal  can  be  expected  to 
add  an  additional  $25  dollars  per  month  to  the  average  workers'  health  tab — on  top 
of  an  expected  increase  in  premiums  due  simply  to  rising  health  costs. 


We  are  also  extremely  concerned  over  the  possibility  of  shifting  $700  million  in 
health  care  premium  costs  to  the  federal  workforce.  The  Federal  Employees  Health 
Benefits  Program  (FEHBP)  is  the  nation's  largest  employer-sponsored  health  care 
plan  covering  9  million  beneficiaries.  We  should  be  getting  the  absolute  best  cov- 
erage for  the  lowest  premiums.  But  we  are  not.  Rather  than  shift  costs  to  enrollees 
as  a  way  of  reducing  federal  expenditures  for  the  program,  the  Administration 
should  pursue,  at  a  minimvun,  reduction  of  the  program's  administrative  costs. 

The  6aO  transition  series  stated  with  regard  to  FEHBP:  "At  a  cost  of  over  one- 
half  billion  dollars  annually,  contractors'  administration  of  FEHBP  is  an  important 
consideration.  We  believe  tiiat  as  much  as  $200  million  annually  could  be  saved  if 
FEHBFs  administrative  costs  were  reduced  to  the  level  of  other  large  health  bene- 
fits programs  we  reviewed." 

NTEU  has  actively  sought  reform  of  the  FEHBP  since  1988.  Among  other  things, 
we  have  sought  to  capture  the  doUars  that  are  currently  wasted  on  administrative 
costs  and  spend  them  more  wisely  on  program  improvements.  The  Administration 
should  be  doing  the  same,  not  looking  for  quick  fixes  that  only  shift  the  cost  of  pro- 
viding health  benefits  from  the  employer  to  the  program's  enrollees.  Report  after  ex- 
amination after  study  of  the  FEHB  program  have  consistently  reinforced  our  call 
for  reform.  Each  analysis  continues  to  show  that  health  benefits  for  the  typical  pri- 
vate sector  employee  are  worth  $1,100.00  more  annually  than  those  received  by  the 
average  federed  worker.  If  the  federal  government  chooses  not  to  be  a  model  for 
other  employers,  at  the  very  least,  it  should  not  provide  its  employees  with  health 
benefits  of  significantly  less  value  than  the  average  private  sector  employer.  The 
President's  budget  proposes  to  do  just  that. 

The  Administration's  vision  of  change  for  America  presents  little  hope  for  the  na- 
tion's federal  workforce.  Its  proposals  place  little  value  on  the  need  for  a  trained  and 
dedicated  civil  service.  NTEU  urges  you  to  reject  the  federal  pay  freeze,  implement 
the  pay  reform  law  you  helped  enact  and  continue  to  honor  the  federal  government's 
responsibility  as  the  nation's  largest  employer  to  provide  affordable  health  care  ben- 
efits to  its  employees.  We  stand  ready  to  fight  with  you  on  behalf  of  these  worthy 
goals. 

Thank  you. 

Ms.  Norton.  We're  going  to  hear  from  all  the  witnesses  before 
we  ask  any  questions,  so  I'll  go  next  to  Mr.  Schlein. 

Could  I  say  what  I  did  not  say  before  Mr.  Tobias  began  his  re- 
marks, and  that  is  that  your  entire  statement  will  be  admitted  to 
the  record  and  we  would  appreciate  your  limited  and  summarized 
remarks. 

Mr.  Schlein.  Thank  you.  Chairwoman  Norton  and  other  distin- 
guished Members  of  Congress. 

My  name  is  David  Schlein.  I  have  the  honor  of  serving  as  na- 
tional vice  president  for  district  14  of  the  American  Federation  of 
Government  Employees  which  represents  D.C.  Government  work- 
ers and  Federal  workers  in  the  Washington  metropolitan  area.  On 
behalf  of  these  workers,  as  well  as  the  over  700,000  Federal  work- 
ers nationwide  that  AFGE  represents,  I  thank  you  for  the  oppor- 
tunity to  testify  on  the  impact  of  President  Clinton's  economic  pro- 
posals. We  are  very  pleased  that  you  are  holding  these  hearings 
here  at  the  Department  of  Labor  where  AFGE  Local  12  represents 
5,000  Federal  workers  who  are  protecting  the  health  and  safety 
and  the  livelihoods  of  working  Americans  across  the  country. 

I  can  summarize  our  view  of  the  President's  Federal  pay  propos- 
als in  two  words.  It  stinks.  Like  a  majority  of  Americans,  AFGE 
members  support  the  general  thrust  of  the  President's  economic 
plan.  Federal  employees  have  always  been  in  favor  of  deficit  reduc- 
tion, policies  which  rebuild  our  Nation's  industrial  capacity  and  im- 
prove its  competitiveness,  a  progressive  tax  structure,  and  effective 
programs  which  aid  the  needy,  and  we  have  always  been  willing 
to  pay  our  fair  share  for  these  policies.  The  problem  is  Federal  em- 
ployees always  seem  to  be  asked  to  bear  a  hugely  disproportionate 
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share  of  this  financial  burden.  In  the  past  we  have  borne  pay 
freezes,  lay-offs,  furlough  threats  from  sequestrations,  benefit  re- 
ductions, increases  in  health  insurance  premiums,  increases  in  our 
cost  for  pension  benefits,  staffing  shortages,  work  load  increases, 
shortages  of  supplies,  and  the  list  goes  on  and  on.  We  have  sac- 
rificed continually  over  the  last  15  years  and  we  are  willing  to  do 
more,  but  we  will  not  agree  to  the  level  of  sacrifice  suggested  by 
the  President.  His  proposed  pay  freeze  and  reduction  in  health  in- 
surance pa5rments  is  simply  too  much.  Federal  employees  are  being 
asked  to  pay  twice,  once  as  citizens  paying  higher  taxes  and  doing 
without  some  Grovemment  services  and  again  as  employees  who 
will  suffer  real  wage  losses  from  a  pay  freeze,  be  forced  to  pay  an 
even  higher  percentage  of  our  health  insurance  premiums,  and  will 
face  increased  work  loads  as  we  take  on  added  responsibilities  as 
a  consequence  of  staff"  reductions  produced  by  attrition. 

President  Clinton  vowed  to  spare  people  who  make  less?  $30,000 
per  year,  arguing  correctly,  that  those  in  this  group  have  sacrificed 
enough  in  the  past  12  years,  but  46  percent  of  Federal  workers  fall 
into  this  category  and  for  them  they  pay  freeze  and  the  health  in- 
surance cuts  amounts  to  an  additional  6  percent  increase  in  their 
income  tax  rate.  Nationally,  the  average  Federal  salary  is  around 
$36,000.  The  pay  freeze,  including  the  foregone  employment  cost 
index  adjustment  and  locality  adjustment,  will  cost  this  employee 
approximately  $2,000  in  1994.  This  alone  is  10  times  the  estimated 
$200  in  energy  taxes  a  comparably  paid  non-Federal  worker  is 
being  asked  to  contribute.  Add  to  this  $300  in  added  health  insur- 
ance premiums,  and  the  $2,500  contribution  our  average  Federal 
worker  is  making  compares  favorably  with  what  is  being  asked  of 
someone  with  a  taxable  income  of  at  least  $180,000  who  has  not 
managed  to  shelter  his  income  or  follow  some  of  the  many  strate- 
gies available  to  him  for  avoiding  tax  increases  altogether. 

What  is  worse,  the  burden  on  Federal  employees  will  be  felt  for- 
ever because  not  only  has  the  President  proposed  freezing  pay  in 
1994,  he  wants  to  refigure  the  whole  pay  setting  formula  set  forth 
in  the  Federal  Employees  Comparability  Act  which  was  designed  to 
close  the  considerable  gap  between  Federal  and  non-Federal  pay  on 
a  locality  basis  while  providing  an  annual  ECI  adjustment  to  make 
sure  a  gap  would  not  rise  again. 

Further,  the  1994  freeze  will  not  have  a  permanently  negative  ef- 
fect on  s^aries  but  pensions  and  life  insurance  benefits  as  well. 

Since  we're  objecting  to  these  aspects  of  the  President's  plan,  we 
are  also  willing  to  put  up  alternative  suggestions  for  spending  cuts 
and  tax  increases  which  will  more  than  pay  for  the  maintenance 
of  the  Federal  employee  compensation  package.  First  on  our  list  is 
the  Government's  contracting  out  program.  Often  touted  as  a 
means  of  saving  Grovernment  money,  it  usually  costs  more  and  in- 
vites fraud,  inefficiency  and  delay. 

The  Government  currently  spends  $78  billion  per  year  on  private 
contracts,  30  percent  more  than  it  did  just  8  years  ago.  Indeed,  it 
is  one  of  the  fastest  growing  areas  of  expenditure  in  the  budget  be- 
hind health  care  and  interest  on  the  national  debt.  Numerous 
groups,  both  inside  and  outside  Government,  including  GAO,  DOD 
Inspector  General,  the  President's  Council  on  Management  Im- 
provement,  and   the   House   Government   Operations   Committee 
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have  produced  reports  demonstrating  the  multitude  of  ways  that 
Government's  contracting  out  program  wastes  money.  Grovernment 
service  contracts  primarily  purchase  labor  services.  In  aggregate,  at 
least  60  percent  of  the  value  of  these  contracts  represent  the  costs 
of  hiring  people  to  perform  day-to-day  work  for  the  Grovernment. 

Just  as  the  President  has  proposed  reducing  the  Federal  work 
force  by  100,000  as  a  means  to  spur  efficiency,  AFGE  recommends 
a  10-percent  cut  in  the  level  of  spending  on  private  contracts  so 
that  those  in  the  private  sector  will  be  similarly  encouraged  to  do 
more  with  less  in  the  name  of  deficit  reduction.  This  move  alone 
can  save  $7.8  billion. 

According  to  a  1985  report  to  the  House  Committee  on  Govern- 
ment Operations,  there  is  approximately  $40  billion  worth  of  Gov- 
ernment property  which  has  been  loaned  to  private  companies  as 
part  of  the  contracting  out  process.  It  was  found  that  in  many  cases 
these  materials  and  equipment  were  not  necessary  for  performing 
the  contract  or  being  used  to  perform  other  commercial  work  not 
related  to  the  contract  or  not  able  to  be  located  or,  in  the  worst 
cases,  being  sold  back  to  the  Government.  If  an  aggressive  effort 
were  made  to  reclaim  this  equipment  and  seek  reimbursement  for 
materials  which  have  been  properly  used,  maintained,  or  sold  to 
the  Government,  we  estimate  $10  billion  could  be  recovered. 

AFGE  has  published  our  ideas  for  improving  Government  oper- 
ations. We  list  Government  programs  and  tax  subsidies  that  we 
feel  can  not  be  justified  in  era  of  tight  budgets.  Many  of  our  ideas 
are  unique  and  are  based  on  the  experience  of  AFGE  members 
whose  work  experience  in  agencies  and  programs  throughout  the 
Government  gives  them  special  insight  into  what  is  useful  and 
what  is  not  in  the  way  of  Gk)vernment  functions.  We  are  happy  to 
make  these  materials  also  available  to  your  committee.  We  have 
also  sent  these  recommendations  to  Mr.  Panetta  in  a  letter  that 
was  delivered  to  him  well  before  the  President's  proposal. 

Let  me  just  conclude  my  testimony  by  thanking  you  for  the  op- 
portunity to  testify  before  you  here  today  and,  of  course,  I'll  be 
happy  to  respond  to  any  questions  that  you  have.  Thank  you. 

Ms.  Norton.  Thanks  very  much,  Mr.  Schlein. 

[The  prepared  statement  of  Mr.  Schlein  follows:] 

Prepared  Statement  of  David  J.  Schlein,  Vice  President,  American 
Federation  of  Government  Employees 

My  name  is  David  Schlein.  I  am  the  national  Vice  President  of  the  14th  District 
of  the  American  Federation  of  Government  Employees,  AFL-CIO  (AFGE)  which  rep- 
resents employees  of  the  District  of  Columbia  and  the  federal  government  who  live 
and  work  in  the  region  surrounding  this  city.  On  behalf  of  these  workers,  as  well 
as  the  over  700,000  federal  employees  nationwide  which  AFGE  represents,  I  thank 
you  for  the  opportunity  to  testify  on  the  impact  of  President  CUnton's  economic  pro- 
posals. 

Like  a  majority  of  Americans,  AFGE  members  support  the  general  thrust  of  the 
President's  economic  plan.  Federal  employees  have  always  been  in  favor  of  deficit 
reduction,  policies  which  rebuild  our  nation's  industrial  capacity  and  improve  its 
competitiveness,  a  progressive  tax  structure,  and  effective  programs  which  aid  the 
needy.  And  we  have  always  been  willing  to  pay  our  fair  share  for  these  policies. 

The  problem  is:  federal  employees  always  seem  to  be  asked  to  bear  a  hugely  dis- 
proportionate share  of  this  financial  biu-den.  In  the  past,  we  have  borne  pay  freezes, 
layoffs,  furlough  threats  fi-om  sequestrations,  benefit  reductions,  increases  in  health 
insxirance  premiums,  increases  in  our  costs  for  pension  benefits,  staffing  shortages, 
workload  increases,  shortages  of  supplies — ^the  list  goes  on. 
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We  have  sacrificed  continually  over  the  last  15  years,  and  we  are  willing  to  do 
more.  But  we  will  not  agree  to  the  level  of  "sacrifice"  suggested  by  the  President. 
His  proposed  pay  freeze  and  reduction  in  health  insurance  payments  is  simply  too 
much.  Federal  employees  are  being  asked  to  pay  twice:  once  as  citizens  paying  high- 
er energy  taxes  and  doing  without  some  government  services,  and  again  as  employ- 
ees who  will  suffer  real  wage  losses  from  a  pay  freeze,  be  forced  to  pay  an  ever  high- 
er percentage  of  our  health  insurance  premiums,  and  will  face  increased  workloads 
as  we  take  on  added  responsibilities  as  a  consequence  of  staff  reductions  produced 
by  attrition. 

President  Clinton  vowed  to  spare  people  who  make  less  than  $30,000  per  year, 
arguing  correctly  that  those  in  this  group  have  sacrificed  enough  in  the  past  12 
years.  But  46  percent  of  federal  workers  fall  into  this  category,  and  for  them,  the 
pay  freeze  and  the  health  insurance  cuts  amount  to  a  6  percent  increase  in  their 
income  tax  rate. 

Nationally,  the  average  federal  salary  is  around  $36,000.  The  pay  freeze,  includ- 
ing the  foregone  Employee  Cost  Index  (ECI)  adjustment  and  the  locality  adjustment, 
will  cost  this  employee  approximately  $2,000  in  1994.  This  alone  is  ten  times  the 
estimated  $200  in  energy  taxes  a  comparably  paid  non-federal  worker  is  being  asked 
to  contribute  in  1994.  Add  to  this  at  least  $300  in  added  health  insurance  pre- 
miums, and  the  $2,500  "contribution"  oxir  average  federal  worker  is  making  com- 
pares favorably  with  that  being  asked  of  someone  with  taxable  income  of  at  least 
$180,000  who  has  not  managed  to  shelter  his  income  or  follow  some  of  the  many 
strategies  available  to  him  for  avoiding  tax  increases  altogether. 

What  is  worse,  the  burden  on  federal  employees  will  be  felt  forever  because  not 
only  has  the  President  proposed  freezing  pay  in  1994,  he  wants  to  refigure  the 
whole  pay-setting  formula  set  forth  in  the  Federal  Employees  Pay  Comparability 
Act  (FEPCA)  which  was  designed  to  close  the  considerable  gap  between  federal  and 
non-federal  pay  on  a  locality  basis  while  providing  an  annual  ECI  adjustment  to 
make  sure  a  gap  would  not  arise  again.  Further,  the  1994  freeze  will  not  only  have 
a  permanently  negative  effect  on  salaries,  but  pensions  and  life  insurance  benefits 
as  well. 

Since  we  are  among  those  objecting  to  aspects  of  the  President  s  plan,  we  are  will- 
ing "to  put  up"  alternative  suggestions  for  spending  cuts  and  tax  increases  which 
wm  more  than  pay  for  the  maintenance  of  the  federal  employee  compensation  pack- 
age. 

First  on  our  list  is  the  government's  contracting  out  program.  Often  touted  as  a 
means  of  saving  the  government  money,  it  usually  costs  more,  and  invites  fraud, 
inefficiency,  and  delay.  The  government  currently  spends  $78  billion  per  year  on  pri- 
vate contracts,  30  percent  more  than  it  did  just  8  years  ago.  Indeed,  it  is  one  of  the 
fastest  growing  areas  of  expenditure  in  the  budget,  behind  health  care  and  interest 
on  the  nationd  debt.  Numerous  groups  both  inside  and  outside  government,  includ- 
ing the  GAO,  DoD  Inspector  General,  the  President's  Council  on  Management  Im- 
provement (1990  report),  the  House  Government  Operations  Committee,  and  The 
Washington  Post  have  produced  reports  demonstrating  the  multitude  of  ways  that 
the  government's  contracting  out  program  wastes  money. 

Government  service  contracts  primarily  purchase  labor  services.  In  the  aggregate, 
at  least  60  percent  of  the  value  of  these  contracts  represent  the  cost  of  hiring  people 
to  perform  day  to  day  work  for  the  government.  Just  as  the  President  has  proposed 
reducing  the  federal  workforce  by  100,000  as  a  means  to  spur  efficiency,  AFGE  rec- 
ommends a  10  percent  cut  in  the  level  of  spending  on  private  contracts  so  that  those 
in  the  private  sector  will  be  similarly  encouraged  to  do  more  with  less  in  the  name 
of  deficit  reduction.  This  move  can  save  $7.8  billion. 

According  to  a  1985  report  to  the  House  Committee  on  Government  Operations, 
there  is  approximately  $40  billion  worth  of  government  property  which  has  been 
loaned  to  private  companies  as  part  of  the  contracting  out  process.  It  was  found  that 
in  many  cases  these  materials  and  equipment  were  not  necessary  for  performing  the 
contract,  or  were  being  used  to  perform  other  commercial  work  not  related  to  the 
contract,  or  not  able  to  be  located,  or  in  the  worst  cases,  sold  back  to  the  govern- 
ment. If  an  aggressive  effort  were  made  to  reclaim  this  equipment  and  seek  reim- 
bursement for  materials  which  have  been  improperly  used,  maintained,  or  sold  to 
the  government,  we  estimate  $10  billion  could  be  recovered. 

AFGE  has  pubhshed  our  ideas  for  improving  government  operations  which  save 
money,  as  well  as  a  list  of  government  programs  and  tax  subsidies  which  we  feel 
cannot  be  justified  in  an  era  of  tight  budgets.  Many  of  our  ideas  are  unique  and 
are  based  on  the  experience  of  AFGE  members  whose  work  experience  in  agencies 
and  programs  throughout  tiie  government  gives  them  special  insight  into  what  is 
useful  and  what  is  not  in  the  way  government  functions.  We  would  be  happy  to 
make  these  materials  available  to  the  Committee. 
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BusinessWeek  magazine  recently  published  its  own  list  of  spending  cuts  and  tax 
increases  which  would  save  the  government  some  $131  billion.  While  AFGE  cannot 
endorse  that  entire  list,  it  includes  plenty  of  good  ideas  for  ending  programs  of  ques- 
tionable national  benefit,  and  adding  to  revenues  in  ways  which  are  both  progres- 
sive, and  do  not  distort  investment  decisions. 

This  concludes  my  testimony.  Thank  you  for  the  opportunity  to  testify  here  today. 
If  you  have  any  questions,  I  will  be  happy  to  respond. 

Ms.  Norton.  Could  we  hear  next  from  Mr.  Keener. 

Mr.  Keener.  Madam  Chair  and  distinguished  members  of  the 
subcommittee,  my  name  is  Bob  Keener  and  I'm  the  president  of  the 
National  Federation  of  Federal  Employees.  On  behalf  of  the  NFFE, 
I  appreciate  the  opportunity  to  appear  today  before  you  to  present 
our  views  on  the  impact  of  the  administration's  economic  recovery 
plan  on  the  Federal  civilian  work  force. 

The  National  Federation  of  Federal  Employees  represents  ap- 
proximately 150,000  workers  in  53  Federal  agencies  across  the  Na- 
tion. In  the  report  entitled  "A  Vision  of  Change  for  America,"  Presi- 
dent Clinton  on  February  17  on  national  television  unveiled  his 
plan  to  reinvigorate  the  American  economy.  To  loud  cheers  and  a 
standing  ovation  by  Congress,  he  announced  that  he  would  be 
freezing  Federal  employee  pay  for  fiscal  year  1994  and  reducing  an- 
nual cost  of  living  adjustments  by  1  percent  each  year  thereafter. 
Projected  economic  savings  assumed  the  Federal  Employee  Pay 
Comparability  Act  passed  by  Congress  in  1990  would  be  imple- 
mented at  some  later  date  or  in  some  altered  form.  In  addition,  it 
appears  that  the  Federal  Employee  Health  Benefit  Program  may 
sustain  a  $700-million  budget  reduction  in  the  near  future. 

The  NFFE  believes  many  of  the  proposals  outlined  in  this  report 
will  enable  the  President  to  achieve  his  goal  of  meaningful  deficit 
reduction.  However,  in  asking  the  American  public  to  share  in  the 
national  sacrifice.  President  Clinton  has  asked  the  Federal  work 
force  to  shoulder  a  disproportionate  share  of  the  burden.  Through 
budget  and  tax  increases,  Federal  employees  will  pay  twice.  They 
will  pay  once  as  private  citizens  and  again  as  Federal  workers.  In 
fact,  68  percent  of  the  proposed  budget  cuts  come  from  the  pockets 
of  the  Federal  employees. 

We  believe  this  proposal  constitutes  economic  exploitation  of  the 
Federal  work  force.  Since  1981,  Federal  employees  have  sacrificed 
hundreds  of  millions  of  dollars  in  lost  wages  to  the  cause  of  Federal 
budget  deficit  reduction.  Despite  these  sacrifices,  the  deficit 
boomed,  the  economy  faltered  and  the  pay  gap  between  the  GS 
work  force  and  the  private  sector  widened  to  26  percent.  For  wage 
grade  workers,  the  gap  widened  to  over  30  percent  in  certain  areas. 
It  goes  without  saying  that  pay  cap  after  pay  cap  translates  into 
significant  loss  of  buying  power. 

The  majority  of  NFFE  members  earn  salaries  in  the  GS-4/GS- 
5  level.  For  them,  the  loss  of  their  annual  cost  of  living  adjustment 
is  devastating.  Moreover,  any  across-the-board  freeze  or  reduction 
in  pay  is  highly  regressive.  A  single  mother  earning  $20,000  and 
living  in  a  large  urbein  city  is  much  more  financially  dependent  on 
a  cost  of  living  adjustment  than  is  a  higher  income  earner  in  the 
same  city.  It  is  our  fear  that  Federal  workers  at  the  lower  income 
levels  will  be  pushed  into  poverty  because  of  the  administration's 
proposals.  In  the  long  run,  this  type  of  policy  will  cost  the  Govern- 
ment significantly  more  in  health  care  and  income  subsidies. 
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The  NFFE  believes  that  there  are  acceptable  and  innovative 
ways  to  reduce  the  budget  deficit  that  do  not  freeze  and/or  reduce 
the  salaries  of  hard  working  Federal  employees.  For  example,  if  a 
pay  freeze  or  COLA  reduction  is  necessary,  it  could  be  targeted 
only  to  the  highest  of  the  income  earners  in  the  Grovemment  who 
could  afford  to  absorb  such  a  reduction. 

In  a  different  vein,  the  Grovemment  could  and  should  reevaluate 
its  manager-to-employee  ratio,  which  is  currently  one  manager  per 
five  employees,  and  scale  down  its  management  ranks  to  be  more 
in  line  with  private  sector  ratios  or  the  Government  could  reduce 
fraud,  waste  and  abuse  of  Government  funds  by  restricting  its  con- 
tracting out  activities,  many  of  which  have  proven  to  cost  the  Gov- 
ernment significantly  more  than  if  a  project  had  remained  in-house 
or,  finally,  the  Congress  could  vote  to  freeze  its  own  pay. 

In  the  final  analysis,  the  Federal  Grovemment  will  become  the 
employer  of  last  resort  unless  it  makes  a  concerted  effort  to  truly 
value  and  reward  the  service  performed  by  its  Federal  employees. 
To  that  end,  current  proposals  to  freeze  Federal  pay,  reduce 
cola's,  amend  the  Federal  Employee  Pay  Comparability  Act  of 
1990,  and  increase  FEHB  premiums  must  be  reevaluated.  There 
are  better  and  more  efficient  ways  to  reduce  the  Federal  budget 
deficit.  The  integrity  of  the  civil  service  depends  on  it. 

In  conclusion,  the  NFFE  commends  President  Clinton  for  leader- 
ship and  courage  he  has  shown  in  proposing  many  meaningful  so- 
lutions to  reducing  the  national  deficit.  However,  Federal  workers 
have  contributed  more  to  deficit  reduction  than  any  group  in  Amer- 
ica. The  members  of  the  NFFE,  like  all  Americans,  want  to  contrib- 
ute their  fair  share.  Statistics  indicate  that  they  have.  In  fact,  if 
fair  is  the  watch  word  for  the  way  this  new  burden  is  to  be  distrib- 
uted, then  Federal  employees  are  now  due  a  rebate,  not  a  pay 
freeze. 

This  concludes  our  testimony.  Again,  Madam  Chair,  I  appreciate 
the  opportunity  to  present  the  views.  Thank  you. 

Ms.  Norton.  Thank  you,  Mr.  Keener. 

[The  prepared  statement  of  Mr.  Kenner  follows:] 

Prepared  Statement  of  Robert  S.  Keenjer,  President,  National  Federation  of 

Federal  Employees 

Madame  Chairwoman  and  distinguished  Members  of  this  Subcommittee,  my 
name  is  Robert  S.  Keener  and  I  am  the  president  of  the  National  Federation  of  Fed- 
eral Employees  (NFFE).  On  behalf  of  the  NFFE,  I  appreciate  the  opportunity  to  ap- 
pear before  you  today  to  present  our  views  on  the  impact  of  the  Administration's 
economic  recovery  plan  on  the  federal  civilian  workforce.  The  National  Federation 
of  Federal  Employees  represents  approximately  150,000  federal  workers  in  53  fed- 
eral agencies  across  the  country. 

In  the  report  entitled,  "A  Vision  of  Change  for  America",  President  Clinton,  on 
February  17th,  on  national  television,  unveiled  his  plan  to  reinvigorate  the  Amer- 
ican economy.  To  loud  cheers  and  a  standing  ovation  by  Congress,  he  announced 
that  he  would  be  freezing  federal  employee  pay  for  fiscal  year  1994  and  reducing 
annual  cost-of-living  adjustments  by  one-percent  (1%)  each  year  thereafter.  The  pro- 
jected economic  savings  assume  the  Federal  Employee  Pay  and  Comparability  Act 
passed  by  Congress  in  1990  would  be  implemented  at  some  later  date  in  some  al- 
tered form.  In  addition,  it  appears  that  the  Federal  Health  Benefit  Program  (FEHB) 
may  sustain  a  $700  million  dollar  budget  reduction  in  the  near  future. 

The  NFFE  believes  many  of  the  proposals  outlined  in  this  report  will  enable  the 
President  to  achieve  his  goal  of  meaningful  deficit  reduction.  However,  in  asking  the 
American  pubUc  to  share  in  the  national  sacrifice.  President  Clinton  has  asked  the 
federal  workforce  to  shoulder  most  of  the  burden.  Through  budget  cuts  and  tax  in- 
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creases,  federal  employees  pay  twice:  once  as  private  citizens  and  once  as  federal 
workers.  In  fact,  sixty-eight  percent  (68%)  of  the  proposed  budget  cuts  come  from 
the  pockets  of  federal  employees.  We  believe  this  constitutes  economic  exploitation 
of  the  federal  workforce. 

Since  1981,  federal  employees  have  sacrificed  hundreds  of  millions  of  dollars  to 
the  cause  of  federal  budget  deficit  reduction.  Despite  those  sacrifices,  the  deficit 
boomed,  the  economy  faltered  and  the  pay  gap  between  the  General  Schedule 
workforce  and  the  private  sector  widened  to  26%.  For  Wage  Grade  workers,  the  gap 
widened  to  over  30%  in  certain  areas.  It  goes  without  saying  that  successive  pay 
caps  translate  into  a  significant  loss  of  buying  power  over  time. 

The  majority  of  NFFE  members  earn  salaries  at  the  GS-4  or  GS-5  level.  For 
them,  the  loss  of  their  annual  cost-of-living  adjustment  is  devastating.  Moreover, 
any  across-the-board  fi-eeze  or  reduction  in  pay  is  highly  regressive.  A  single  mother 
earning  $20,000  and  living  in  a  large  urban  city  is  much  more  financially  dependent 
upon  a  cost-of-living  adjustment  than  is  a  higher  income  earner  in  the  same  city. 
It  is  our  fear  that  federal  workers  at  the  lower  income  levels  will  be  pushed  into 
poverty  because  of  the  Administration's  recent  proposals.  In  the  long  run,  this  type 
of  policy  will  cost  the  government  more  in  income  and  health  care  subsidies. 

The  NFFE  believes  there  are  many  acceptable  and  innovative  ways  to  reduce  the 
budget  deficit  that  do  not  fi-eeze  and/or  reduce  the  salaries  of  hard  working  federal 
employees.  For  example,  if  a  pay  ft-eeze  or  COLA  reduction  is  necessary,  it  could 
be  targeted  to  the  higher  income  earners  who  could  afford  to  absorb  such  a  reduc- 
tion. Or,  such  a  policy  could  be  targeted  to  certain  geographic  areas  where  living 
costs  are  lower.  In  a  different  vein,  the  government  could  and  should  re-evaluate 
its  manager-to-employee  ratio,  which  is  currently  one  manager  per  five  employees, 
and  scale  down  its  management  ranks  to  be  more  in  line  with  private  sector  ratios. 
Or,  the  government  could  reduce  fraud,  waste  and  abuse  of  government  funds  by 
restricting  its  contracting-out  activities — many  of  which  have  proven  to  cost  the  gov- 
ernment more  money  than  if  the  project  had  remained  in-house.  Or,  finally.  Con- 
gress could  vote  to  freeze  its  own  pay. 

In  the  final  analysis,  the  federal  government  will  become  the  employer  of  last  re- 
sort unless  it  makes  a  concerted  effort  to  truly  value  and  reward  the  service  per- 
formed by  its  federal  employees.  To  that  end,  current  proposals  to  freeze  federal 
pay,  reduce  COLAs,  amend  the  Federal  Employee  Pay  Comparability  Act  of  1990, 
and  increase  FEHB  premiums  must  be  re-evaluated.  There  are  better  and  more  effi- 
cient ways  to  reduce  the  federal  budget  deficit.  The  very  integrity  of  the  civil  service 
depends  on  it. 

In  conclusion,  the  NFFE  commends  President  Clinton  for  the  leadership  and  cour- 
age he  has  shown  in  proposing  many  meaningfijl  solutions  to  reducing  the  national 
deficit.  However,  federal  workers  have  contributed  more  to  deficit  reduction  than 
any  other  group  in  America.  While  the  members  of  the  NFFE,  like  gill  Americans, 
want  to  contribute  their  fair  share,  statistics  indicate  they  have.  In  fact,  if  "fair"  is 
the  way  this  new  burden  is  to  be  distributed,  then  federal  employees  are  due  a  re- 
bate. This  concludes  our  testimony.  Again,  Madame  Chairwomen,  I  appreciate  the 
opportunity  to  present  our  view.  I  would  be  happy  to  answer  any  questions  you  may 
have. 

Ms.  Norton.  May  we  hear  next  from  Mr.  Sommerhauser. 

Mr.  Sommerhauser.  Madam  Chairman,  members  of  the  commit- 
tee, I  appreciate  the  opportunity  to  be  here  and  present  the  views 
of  the  International  Federation  of  Professional  and  Technical  Engi- 
neers. We  represent  some  22,000  Federal  employee  members  in 
several  of  the  military  departments,  NASA,  and  your  own  Congres- 
sional Research  Service. 

This  administration  is  providing  leadership  the  Nation  des- 
perately needs  but  with  this  leadership  must  come  the  responsibil- 
ity of  equitably  distributing  the  budget  cuts  which  loom  ominously 
on  the  horizon.  Working  Americans  are  ready  to  sacrifice  to  restore 
this  Nation  to  its  former  level  of  excellence.  Federal  employees,  too, 
are  prepared  to  sacrifice  but  the  cuts  proposed  in  their  totality  un- 
fairly single  out  Federal  employees  to  bear  a  disproportionate  bur- 
den. 

I  won't  try  to  repeat  what  my  colleagues  at  the  table  who  have 
spoken  before  me  have  eloquently  itemized  as  why  each  particular 
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cut  is  bad.  It  is  obvious  that  the  politics  of  the  world  are  going  to 
require  some  sacrifice  from  Federal  employees.  I  choose  then  to 
confine  my  remarks  to  one  possible  of  many  possible  scenarios  for 
alternative  plans. 

This  union,  as  with  all  unions  at  any  business  that  is  in  trouble, 
we  do  not  simply  just  say  no.  Our  members  are  ready  to  sacrifice, 
but  any  such  sacrifice  must  be  fair.  Therefore,  we  offer  the  follow- 
ing counter  as  one  possible  scenario.  There  are  many. 

Our  members  would  very  reluctantly  accept  a  1-year  pay  freeze 
relating  to  the  Government-wide  pay  raise  for  1994.  Our  members 
would  even  more  reluctantly  and  somewhat  bitterly  accept  the  re- 
duced formula  for  the  Government-wide  pay  raises  for  the  next  3 
years.  But  there  must  be  some  quid  pro  quo.  The  locality  com- 
parability pay  survey  and  its  appropriate  pay  raises  must  go  for- 
ward. We've  waited  too  long.  If  the  Government-wide  raise  must  be 
frozen,  so  be  it,  but  we  can  not  stop  the  action  to  address  the  dif- 
ference between  Government  and  private  sector  pay. 

For  any  agency  that  would  still  remain  in  business,  and  many 
may  yet  go  away  through  the  budget  cutting  that  the  Congress  is 
entering  into  the  process  of,  the  proposed  reductions  in  force  by  at- 
trition that  the  President  proposes,  we  would  propose  an  alter- 
native. Modify  law  or  regulation  or  just  grant  us  a  blanket  exemp- 
tion as  needed  and  let  the  affected  work  force  and  the  affected 
management  negotiate  on  how  to  find  the  ways  to  meet  a  budget 
target.  Let's  get  off  the  constant  effort  to,  we  need  to  cut  budget, 
let's  cut  this  percentage  of  the  work  force.  If  you  have  a  budget  tar- 
get, give  it  to  us.  We  are  the  people  that  know  how  the  job  works. 
We  are  the  people  that  know  what  is  good  equipment  and  bad 
equipment.  We  are  the  people  that  can  find  innovative  ways  to 
save  you  money  and  to  save  us  money. 

As  another  item  that  we  feel  would  be  significant  in  a  package 
to,  if  we're  going  to  accept  cuts,  we  think  that  the  Government 
needs  to  create  some  long-term  security  for  employees.  When  we're 
facing  100,000  person  reduction  in  the  Gk)vemment,  that's  not 
much  security.  We  would  propose  back  to  you  to  create  a  Govern- 
ment-wide stopper  list  similar  to  that  run  in  the  Department  of  De- 
fense whereby  any  employee  who  by  action  of  funding  termination, 
base  closure  or  failure  to  meet  a  budget  target  was  removed  would 
go  on  that  list  and  no  agency  would  be  able  to  hire  for  any  position 
where  there  is  a  person  on  the  list  that  can  fill  a  vacancy. 

It's  tough.  We've  had  something  like  that  in  the  Department  of 
Defense  over  the  years,  but  it  gets  played  with.  We  have  special 
waivers  and  other  games  that  are  played.  If  you're  going  to  do 
something  for  us  to  balance  the  budget  hits  that  we  will  take,  then 
give  us  a  program  that  is  true.  Give  us  a  program  that  will  not  be 
played  with. 

We  propose  that  the  change  to  the  funding  for  health  msurance 
is  just  basically  premature.  We're  entering  into  the  process  to  ^ 
to  solve  the  health  insurance  problems  for  the  entire  country.  Why 
do  something  now  to  the  Federal  work  force  that  a  year  from  now 
we  may  have  to  turn  around  and  back  away  from.  Make  whatever 
you  to  do  to  us  part  of  the  entire  process  of  what  we  do  for  all  of 
the  country. 


17 

For  survivor  benefits  and  children  of  survivors,  if  you  want  to 
change  the  formula  it  seems  rather  odd  that  somebody  having  suf- 
fered the  loss  of  a  parent  or  a  spouse  would  then  be  asked  to  take 
a  cut  in  whatever  funding  they  continue  their  lives  with.  As  with 
the  President's  economic  proposal,  this  offer  as  a  package,  we  be- 
lieve that  this  package  has  the  advantage  of  relying  more  on  the 
people  who  have  the  greatest  knowledge  and  the  greatest  self  inter- 
est to  make  it  work.  As  with  the  President's  economic  proposal,  we 
are  willing  to  consider  alternatives  toward  the  same  goal. 

I  am  here  today  because  I  believe  you,  Chairwoman  Norton,  and 
the  other  members  of  the  subcommittee  understand  and  have  a 
sincere  desire  to  address  the  proposed  cuts  facing  Federal  workers 
and  to  achieve  an  equitable  solution  that  meets  national  needs 
without  trampling  the  needs  of  a  loyal  work  force.  We  will  work 
with  you  in  any  manner  possible  but  the  time  to  act  is  now.  Give 
us  a  vehicle  and  we  will  do  everything  in  our  power  to  make  it  run. 

I'd  happily  take  questions  from  the  subcommittee.  Thank  you. 

Ms.  Norton.  Thank  you,  Mr.  Sommerhauser. 

[The  prepared  statement  of  Mr.  Sommerhauser  follows:] 

Prepared  Statement  of  James  E.  Sommerhauser,  President,  International 
Federation  of  Professional  and  Technical  Engineers 

Good  afternoon  Chairwoman  Norton  and  members  of  the  subcommittee.  The 
Reagan-Bush  ERA  is  gone.  The  CUnton-Gore  administration  has  arrived  and 
brought  with  it  an  economic  plan  that  is  right  in  its  large  scope  and  in  most  of  its 
detail. 

This  administration  is  providing  leadership  the  Nation  desperately  needs.  But 
with  this  leadership  must  come  the  responsibiUty  of  equitably  distributing  the 
Budget  cuts  which  loom  ominously  on  the  Horizon. 

Working  Americans  are  ready  to  sacrifice  to  restore  this  Nation  to  its  former  level 
of  excellence.  We  recognize  that  by  doing  so,  it  benefits  this  generation  and  all  fu- 
ture generations. 

Federal  employees,  too,  are  prepared  to  sacrifice.  But  the  cuts  proposed,  in  their 
totality,  unfairly  single  them  out  to  bear  a  disproportionate  burden.  There  must  be 
a  better  way  for  the  Government  to  meet  it's  fiscal  needs.  Once  again.  Federal  em- 
ployees are  being  placed  on  the  chopping  block  to  be  hacked  away  in  a  time  of  crisis. 

Our  union  represents  22,000+  Federal  employees  in  the  Departments  of  Navy,  Air 
Force,  Army,  Interior,  NASA,  and  the  Congressional  Research  Service.  Our  mem- 
bers are  primarily  engineers,  technicians,  and  scientists.  Federal  employees  have 
suffered  economic  hardships  as  a  result  of  past  budget  cuts.  Those  cuts  shrank  our 
paychecks,  which  devastated  our  families,  diminished  workplace  productivity,  and 
demoralized  our  people. 

The  plan  for  an  across-the-board  fi-eeze  of  Government-wide  raises  in  1994,  and 
the  reduction  of  raises  for  three  years  thereafter,  will  extol  a  high  price  on  Govern- 
ment workers.  Then,  include  the  delay  of  comparability  pay,  which  after  a  30-year 
effort  was  finally  won  only  two  yeeirs  ago,  and  the  burden  is  increased.  What  will 
happen  to  the  Federal  workers  at  lower  levels  whose  pay  cannot  even  assure  the 
most  basic  survival? 

Our  clerical  members,  some  of  whom  are  contract  analysts  and  work  with  multi- 
miUion  dollar  contracts,  are  paid  so  little,  they  qualify  for  food  stamp  assistance. 
Some  individuals  have  qiiit  their  Federal  jobs  because  they  could  siu-vive  better  on 
welfare  than  by  working  full-time  for  Uncle  Sam  and  paying  for  child  care.  Our  cler- 
ical members,  employed  by  you  in  the  Congressional  Research  Service,  must  decide 
each  month  whether  to  purchase  needed  health  care  or  clothing  on  a  budget  that 
barely  covers  the  costs  of  food  and  rent  in  the  Washington,  DC  area. 

Not  surprisingly,  some  Federal  workers  will  more  than  likely  have  to  remove 
health  care  fi-om  their  budgets  if  $25.00  more  per  month  is  tacked  on  to  their  insur- 
ance premiums,  over  the  top  of  regvdar  premium  increases.  While  the  Government 
chops  $700  million  off  the  costs  of  the  Federal  Employee  health  benefits  program, 
how  many  more  famihes  will  be  forced  to  join  the  millions  of  people  currently  with- 
out adequate  health  care? 
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Is  not  the  circumstance  of  losing  a  parent  or  spouse  enough  hardship  without  cut- 
ting child  or  spouse  survivor  benefits? 

The  unions  at  any  business  that  is  in  trouble  do  not  "just  say  no".  Our  members 
are  ready  to  sacrifice,  but  any  such  sacrifice  must  be  fair.  Therefore  we  offer  the 
following  counter  to  the  President's  proposal. 

1.  Our  members  would  reluctantly  accept  a  one-year  pay  fi:«eze  relating  to  the 
Government-wide  pay  raise  scheduled  for  January  1994. 

2.  Our  members  would  even  more  reluctantly  accept  the  reduced  formvda  for  Gov- 
ernment-wide pay  raises  for  1995,  1996,  and  1997. 

3.  The  locaUty  comparabiUty  pay  survey  and  appropriate  locality  increases  must 
go  forward  as  scheduled  in  1994. 

4.  For  any  agency  or  activity  that  will  remain  in  business  replace  the  proposed 
"reductions  in  work  force  size  by  attrition"  with  specific  dollar  targets;  modify  law 
and/or  regulation  to  allow  the  aflFected  work  force  latitude  to  reach  those  targets 
through  negotiation  between  the  affected  work  force  and  the  affected  management. 
An  enforcement  mechanism  of  proportional  across-the-board  reductions-in-force  of 
managers  and  employees  would  be  a  last  resort,  if  the  dollar  tsirgets  are  not  met. 

5.  Create  a  Government-wide  "stopper  Ust"  to  cover  any  Government  employee 
who  by  action  of  funding  termination,  base  closure,  or  failure  to  meet  budget  targets 
must  be  laid  off.  This  "stopper  Ust"  must  act  as  a  real  barrier  to  hiring  fi-om  outside 
when  there  is  a  displaced  employee  who  meets  the  basic  quahfications  for  the  posi- 
tion. No  "Special  Hiring  Waivers   or  other  games  allowed. 

6.  Hold  off  on  the  changes  to  health  insurance  financing  ($25  co-pay)  while  the 
national  health  insurance  reform  effort  goes  forward.  This  provides  added  emphasis 
to  make  this  effort  succeed. 

7.  Look  at  the  funding  end  of  the  formvda,  as  opposed  to  cutting  survivor  benefits. 
If  a  funding  solution  of  equal  value  can  not  be  found,  then  look  at  benefits  cuts. 

As  with  the  Presidents  economic  proposal,  this  offer  is  a  package.  We  believe  that 
this  package  has  the  advantage  of  relying  more  on  the  people  who  have  the  greatest 
knowledge,  and  the  greatest  self  interest,  to  make  it  work.  As  with  the  President's 
economic  proposal,  we  are  willing  to  consider  alternatives  toward  the  same  goal.  I 
am  here  today  because  I  believe  you,  Chairwoman  Norton  and  the  other  members 
of  the  subcommittee,  understand  and  have  a  desire  to  address  the  proposed  cuts  fac- 
ing Federal  workers,  and  to  achieve  an  equitable  solution  that  meets  national  needs, 
without  trampling  the  needs  of  a  loyal  work  force.  We  will  work  with  you  in  any 
manner  possible,  but  the  time  to  act  is  now!  Give  us  a  vehicle  and  we  will  do  every- 
thing in  oiu"  power  to  make  it  run. 

Thank  you. 

Ms.  Norton.  Finally,  we'll  hear  from  Mr.  Smith. 

Mr.  Smith.  Thank  you,  Madam  Chair. 

I'm  Stu  Smith,  president  of  the  Capitol  Area  Council  of  Federal 
Employees  of  the  American  Federation  of  State,  County  and  Munic- 
ipal Employees.  Ladies  and  gentlemen,  I  wear  a  saxophone  pin  on 
my  tie  and  I  wear  it  with  pride.  After  being  a  stranger  in  my  own 
country  for  12  years,  I  now  have  a  feeling  of  hope  restored — of  a 
promising  new  future.  We  have  indeed  heard  the  trumpets.  We 
have  changed  the  guard,  and  we  in  the  labor  movement  all  agree 
that  we  must  answer  the  call.  Federal  employees,  no  less  than 
other  members  of  society,  are  ready  and  willing  to  make  the  sac- 
rifices that  are  necessary  to  restore  this  Nation's  economy  to 
health. 

However,  not  every  man  or  woman  who  receives  a  Federal  pay 
check  is  in  the  same  financial  boat.  It  is  all  very  well  and  good  for 
our  good  friends  on  Capitol  Hill  to  forego  an  increase  next  January, 
but  what  about  the  GS-3  file  clerk,  the  GS-4  secretary,  the  GS- 
5  messenger,  the  GS-6  stenographer?  Many  of  them  are  raising 
families  without  wage-earning  partners.  Why  is  it  that  the  least 
among  us  are  being  asked  to  make  the  same  percentage  sacrifice 
as  their  comfortable  senators  and  representatives?  Our  friends  in 
the  U.S.  Congress  were  elected  to  represent  us  and  our  interests 
and  the  interests  of  the  men  and  women  in  the  American  Federa- 
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tion  of  State,  County  and  Municipal  Employees — most  of  whom 
have  been  short-changed,  not  just  for  12  years,  but  for  dozens  and 
dozens  and  dozens  of  years  on  end — are  not  the  same  interests  as 
those  of  high-paid  government  executives  and  elected  officials  in 
Washington  and  just  about  every  State  capitol  in  the  land.  That  is 
why  AFSCME's  Capitol  Area  Council  of  Federal  Employees  has 
concerns  about  the  President's  budget  proposal. 

Sure,  personally  I  am  okay  but  I'm  here  today  on  behalf  of  those 
secretaries  and  clerks  and  messengers  who  are  not  okay.  Those 
worker  bees  in  the  Washington  metropolitan  area  simply  can  not 
afford  a  delay  in  the  locality  pay's  arrival.  They  simply  can  not  un- 
derstand the  Federal  pay  structure.  Across  the  board  just  ain't 
right. 

What  I  mean  is  this.  A  3-percent  increase  for  someone  who  is 
making  $20,000  a  year  is  $600.  A  three  percent  increase  for  some- 
one who  is  making  $100,000  a  year  is  $3,000.  And  that's  the  way 
it  goes  every  year  and  so  now  once  again  we  are  asking  the 
$100,000  a  year  executive  to  give  up  his  $3,000  and  the  secretary 
to  give  up  her  $600  and  we  all  pretend  that  this  is  £in  equal  sac- 
rifice. Give  me  a  break.  Yes,  we  want  President  Clinton's  budget 
to  succeed.  I  and  my  colleagues  support  the  budget's  main  thrust 
and  intent.  For  the  first  time  in  years  a  U.S.  President  has  pre- 
sented the  nation  with  an  economic  plan  that's  fair  and  equitable 
for  most  people.  These  qualities,  however,  are  missing  from  Presi- 
dent Clinton's  federal  pay  proposals  as  they  apply  to  your  average 
Joe  or  Jane. 

The  budget,  as  we  understand  it,  would  do  the  following.  It 
would  freeze  Federal  pay  at  current  levels  and  eliminate  next 
year's  2.2-percent  increase  for  all  Federal  employees.  It  would  put 
off  locality  pay  implementation  by  1  year.  It  would  change  the 
method  of  calculating  locality  catch-up  raises.  It  would  reduce  Fed- 
eral raises  for  3  years  after  the  initial  pay  freeze,  that  is  during 
1995  through  1997.  These  proposals  are  unfair  and  would  set  dan- 
gerous precedents.  Federal  employees  suffered  pay  freezes  twice 
during  the  1980's.  Now  we  will  be  taking  a  triple  hit:  a  pay  freeze, 
pay  cutbacks,  and  an  energy  tax.  We  are  concerned  that  this  will 
also  signal  local  governments  that  a  tax  on  government  employees' 
pay  is  a  good  way  to  solve  fiscal  problems  at  the  State,  county  and 
municipal  level. 

To  be  frank,  we  at  AFSCME  are  upset.  We  listened  to  Gk)vemor 
Clinton's  inspiring  campaign  speeches  throughout  the  summer  and 
fall  campaign  during  which  he  promised  to  consult  with  those  who 
would  be  ^ected  by  spending  cuts  and  Crovemment  reorganiza- 
tion. Unfortunately,  the  new  administration  now  sounds  like  busi- 
ness as  usual,  given  it's  the  type  of  Federal  employee/public  em- 
ployee bashing  that  we  know  all  too  well  from  the  last  12  years  of 
Republican  administrations. 

Therefore,  we  ask  you  and  the  U.S.  Congress  to  tell  the  adminis- 
tration that  while  we  support  its  budget  in  general,  we  csui  not 
abide  the  proposals  for  Federal  pay  for  workers. 

Thank  you  very  much. 

Ms.  Norton.  Thank  you  very  much,  Mr.  Smith. 

[The  prepared  statement  of  Mr.  Smith  follows:] 
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Prepared  Statement  of  Stuart  Smith,  President,  Council  26,  American 
Federation  of  State,  County,  and  Municipal  Employees 

Thank  you.  Madam  Chair. 

I  am  Stu  Smith,  President  of  the  Capital  Area  Council  of  Federal  Employees, 
American  Federation  of  State,  County  ana  Municipal  Employees. 

Ladies  and  Gentlemen:  I  wear  a  saxophone  pin  on  my  tie.  And  I  wear  it  with 
pride.  After  being  a  stranger  in  my  own  country  for  12  years,  I  now  have  a  feeling 
of  hope  restored.  Of  a  promising  new  future. 

We  have  indeed  heard  the  trumpets.  We  have  changed  the  guard.  And  we  m  the 
labor  movement  all  agree  tihat  we  must  answer  the  call. 

Federal  employees,  no  less  than  other  members  of  society,  are  ready  and  willing 
to  make  the  sacrifices  that  are  necessary  to  restore  this  Nation's  economy  to  health. 

However,  not  every  man  or  woman  who  receives  a  Federal  pay  check  is  in  the 
same  financial  boat.  It  is  all  very  well  for  our  good  fiiends  on  Capitol  Hill  to  forego 
an  increase  next  January.  But  what  about  the  GS-3  file  clerk?  The  GS-4  secretary? 
The  GS-5  messenger?  The  GS-6  stenographer?  Many  of  whom  are  raising  families 
without  wage-earning  partners.  Why  is  it  that  the  least  among  us  are  being  asked 
to  make  the  same  percentage  sacrifice  as  their  comfortable  Senators  and  Represent- 
stivGS? 

Our  friends  in  the  U.S.  Congress  were  elected  to  represent  us  and  ovir  interests. 
And  the  interests  of  the  men  and  women  in  the  American  Federation  of  Sate,  Coun- 
ty and  Municipal  Employees — most  of  whom  have  been  short-changed  not  just  for 
12  years  but  for  dozens  and  dozens  of  years  on  end — are  not  the  same  interests  as 
those  of  hi^-paid  government  executives  and  elected  officials  in  Washington  and 
just  about  every  state  capital  in  the  land. 

That  is  why  AFSCME  has  concerns  about  the  President's  budget  proposal. 

Sure,  I  personally  am  okay.  But  I  am  here  today  in  behalf  of  those  secretaries 
and  clerks  and  messengers  who  are  not  okay.  Those  worker  bees  in  the  Washington 
metropoUtan  area  simply  cannot  afford  a  delay  in  the  locality  pay's  arrival.  They 
simply  cannot  understand  the  Federal  pay  structvire.  Across  the  board  just  aint 

What  I  mean  is  this.  A  3-percent  increase  for  someone  who  is  making  $20,000  a 
year  is  $600.  A  3-percent  increase  for  someone  who  is  making  $100,000  a  year  is 
$3,000.  And  that's  the  way  it  goes  every  year.  So  now  once  again  we  are  asking  the 
$100,000-a-year  executive  to  give  up  his  $3,000  and  the  secretary  to  give  up  her 
$600,  and  we  all  pretend  that  this  is  an  equal  sacrifice. 

Give  me  a  break!! 

Yes,  we  want  President  Clinton's  budget  to  succeed.  I  and  my  colleagues  support 
the  budget's  main  thrust  and  intent.  For  the  first  time  in  years  a  U.S.  President 
has  presented  the  Nation  with  an  economic  plan  that  is  fair  and  equitable  for  most 
people.  These  qualities  are,  however,  missing  fi-om  President  Clinton's  Federal  pay 
proposals  as  they  apply  to  your  average  Joe  or  Jane. 

The  budget,  as  we  understand  it,  would  to  the  following: 

It  would  fi-eeze  Federal  pay  at  current  levels  and  eliminate  next  January's  2.2 
percent  increase  for  all  Federal  employees; 

It  would  put  off"  locality  pay  implementation  by  one  year— fi-om  1994  to  1995. 
These  special  raises  were  to  be  given  to  Federal  employees  starting  in  1994  to  en- 
able us  to  catch  up  with  our  private  sector  counterparts.  Federal  employees'  pay  is 
anywhere  fi-om  20  to  30  percent  behind  that  of  private  sector  employees  in  similar 

It'would  change  the  method  of  calculating  locality  catch-up  raises.  The  President's 
own  Office  of  Management  and  Budget  says  the  present  system  for  determining  lo- 
cahty  pay  raises  is  "flawed,"  and  calls  for  a  revised  system.  Our  fear  is  that  the  Ad- 
ministration will  gut  pay  reform,  which  we  thought  was  a  victory  we  had  won  after 
many  years  of  struggle;  and 

It  would  reduce  Federal  raises  for  three  years  after  the  imtial  pay  freeze,  that 
is  during  1995  through  1997.  Currently,  Federal  pay  increases  (not  including  the 
locality  catch-up  increase)  are  calculated  by  subtracting  0.5  percent  from  the  Eco- 
nomic Cost  Index  (ECI)  for  salary  and  wages.  Bill  Clinton's  plan  would  subtract  1.5 
percent  from  the  ECI  to  determine  the  raise. 

These  proposals  are  unfair  and  would  set  dangerous  precedents.  Federal  employ- 
ees suffered  pay  fi-eezes  twice  during  the  1980s.  Now  we  will  now  be  taking  a  triple 
hit^a  pay  freeze,  pay  cutbacks,  and  an  energy  tax.  We  are  concerned  that  this  will 
also  signal  local  governments  that  attacks  on  government  employees'  pay  are  a  good 
way  to  solve  fiscal  problems  at  the  state,  county,  and  municipal  level. 

To  be  frank,  we  in  AFSCME  are  upset.  We  Ustened  to  Governor  Clinton's  inspir- 
ing campaign  speeches  throughout  the  sxmimer  and  fall  campaign,  during  which  he 
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promised  to  consult  with  those  who  would  be  affected  by  spending  cuts  and  govern- 
ment reorganization. 

Unfortunately,  the  new  Administration  NOW  sounds  like  business  as  usual — giv- 
ing us  the  type  of  public  employee  bashing  we  know  all  too  well  from  the  last  12 
years  of  Repubhcan  administrations.  Therefore  we  ask  you  in  the  United  States 
Congress  to  tell  the  Administration  that  while  we  support  its  budget  in  general  we 
cannot  abide  the  proposals  for  Federal  pay  for  workers. 

Thank  you  very  much. 

Ms.  Norton.  We  have  a  Member  of  Congress  here  and  before  I 
take  questions  from  colleagues  and  ask  questions  myself,  I'd  like  to 
invite  Congressman  Jim  Moran  to  offer  any  testimony  he  has  come 
to  deliver. 

STATEMENT  OF  HON.  JAMES  P.  MORAN,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  VIRGINIA 

Mr.  MoRAN.  Thank  you,  Madam  Chairwoman.  It  certainly  is  nice 
to  be  able  to  call  you  Madam  Chairwoman.  You've  risen  up  through 
the  ranks  of  the  committee  pretty  quickly.  That's  impressive.  Not 
only  is  it  good  for  the  Congress,  it's  particularly  good  for  the  metro- 
politan Washington  region  that  you  are  the  chairperson  of  this  sub- 
committee. 

As  a  former  member  of  the  committee,  I'm  pleased  to  be  back 
with  you,  but  I  am  not  pleased  for  the  reason  that  brings  me  back. 
I  don't  need  to  tell  this  committee  or  certainly  you,  Madam  Chair- 
woman, how  important  Federal  employees  are  to  our  region  and 
our  Nation  as  a  whole  and  I  know  that  my  colleagues,  Mrs. 
Morella,  Ms.  B)n*ne,  and  Mr.  Ackerman  have  made  that  point  very 
clear  as  well  and  they  share  this  concern  with  me. 

Federal  employees  are  dedicated  workers,  some  of  the  finest  in 
their  fields,  who  serve  out  of  a  commitment  to  their  country  rather 
than  a  commitment  to  personal  gain.  But  the  Reagan  and  Bush  ad- 
ministrations forgot  how  important  Federal  workers  are  to  the  Na- 
tion. Maybe  they  never  realized  it  in  the  first  place.  They  saw  a 
bloated  bureaucracy  instead  of  the  dedicated  work  force.  They  tried 
again  and  again  to  destroy  the  work  force  through  hiring  freezes 
and  repeated  efforts  to  reduce  Federal  pay  and  benefits.  We  fought 
them,  each  one  of  those  attempts,  as  part  of  a  partisan  and  an  ideo- 
logical between  the  Congress  and  administration.  The  Congress 
generally  won.  Our  Federal  employees  stayed  with  us  through  this 
fight  through  thick  and  thin  because  they  knew  the  day  would 
come  when  the  tide  would  turn  and  the  fight  would  be  over.  It's 
ironic  now  that  with  the  inauguration  of  a  new  administration,  one 
that  is  friendly  and  respectful  of  Federal  employees,  we  should  face 
the  most  serious  challenge  to  Federal  pay  and  benefits.  The  civil 
servants  I  have  talked  to  and  who  have  contacted  my  office  are 
willing  to  make  the  sacrifices  necessary  to  help  their  country.  They 
are  true  patriots.  They  have  dedicated  their  lives  to  serving  their 
Nation  and  they  will  not  resist  this  call. 

The  problem  with  the  President's  proposal  coming  at  this  time  is 
that  it  places  an  undue  burden  on  Federal  employees  at  a  time 
when  they  thought  the  unfair  burdens  were  about  to  be  lifted. 
What  concerns  me  most  about  the  President's  proposed  pay  freeze 
is  that  it  delays  the  implementation  of  the  Federal  Employee  Com- 
parability Act  and  proposes  an  undefined  change  in  the  act  itself. 
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In  1990,  before  you  and  I  and  Ms.  Byrne  were  in  the  Congress, 
the  Post  Office  Committee  and  its  counterpart  in  the  Senate — and 
I  know  Mr.  Ackerman  was  very  supportive  of  that — passed  the 
Federal  Employee  Pay  Comparability  Act.  As  you  know,  this  act 
was  important  because  it  sought  to  address  the  morale  and  the  re- 
tention problems  in  the  Federal  work  force  by  closing  the  gap  be- 
tween Federal  and  private  pay.  In  some  areas  like  the  Washington 
Metropolitan  Region,  Federal  employees  were  being  paid  about  30 
percent  less  than  their  counterparts  in  the  private  sector.  This  dis- 
crepancy was  making  it  harder  and  harder  to  recruit  and  retain 
qualified  workers.  We  could  keep  the  dedicated  public  servants. 
The  Federal  Government  has  always  attracted  them.  But  we 
couldn't  recruit  students  from  colleges  or  professionals  from  the 
technical  or  the  legal  communities.  We  can  also  not  keep  secretar- 
ies and  clerks  who  were  being  paid  at  that  time  between  $15,000 
and  $20,000  a  year. 

The  Federal  Employee  Pay  Comparability  Act  corrected  this  dis- 
crepancy by  closing  the  gap  between  Federal  and  private  pay.  The 
President  and  the  Congress  knew  the  costs  of  this  bill  because  it 
was  enacted.  It  is  because  of  the  great  cost  that  the  actual  effective 
date  of  the  bill  was  pushed  back  until  that  magic  day,  January  1, 
1994.  We  also  knew  that  the  first  year  of  implementing  the  Federal 
Employee  Pay  Comparability  Act  would  be  the  killer.  We  would 
have  to  close  the  gap  by  20  percent  of  that  30  percent  discrepancy. 
In  Washington,  that  meant  raises  of  6.4  percent.  I've  seen  the  im- 
pact of  these  comparability  adjustments  on  the  budgets  and  agen- 
cies that  have  come  before  the  Commerce,  Justice,  State,  and  Judi- 
ciary Appropriation  Subcommittees.  In  budget  after  budget,  the 
single  largest  increase  has  been  for  comparability  pay. 

It  has  been  because  of  these  extraordinary  costs  that  the  Wash- 
ington area  workers  were  not  given  the  eight  percent  locality  ad- 
justment, even  though  workers  in  New  York,  Los  Angeles,  and  San 
Francisco  who  have  got  comparable  cost  of  living  pay  increases  be- 
cause they  have  comparable  cost  of  living  expenses. 

While  there  is  no  question  that  these  areas  deserve  the  locality 
adjustment,  there  is  also  no  question  that  the  Washington  area 
workers  were  wrongly  denied,  but  we  accepted  this  decision  and 
waited  because  we  knew  that  the  Comparability  Act  was  coming  in 
1994.  We  also  knew  that  it  could  not  be  changed  by  executive  order 
and  could  not  be  denied  unless  the  economy  was  in  a  recession  de- 
fined by  two  quarters  of  negative  growth  or  unless  we  were  in  a 
war.  Neither  is  the  case.  Instead,  locality  pay  is  being  delayed  be- 
cause of  a  budget  deficit  that  we  knew  was  being  created  over  the 
last  12  years.  If  they  delay  the  comparability  adjustments  for  1994, 
who  is  to  say  that  it  won't  be  done  in  1995  and  1996?  The  cost  is 
always  going  to  be  there.  We  don't  swallow  it  this  year,  we  are 
going  to  fight  it  again  next  year  and  the  year  after.  Eventually,  the 
Federal  Employee  Comparability  Act  will  become  a  joke,  another 
forgotten  promise  made  to  Federal  workers  that  never  panned  out. 

I'm  afraid  that  reneging  on  this  promise,  however,  will  be  the 
straw  that  finally  breaks  the  camel's  back  and  just  destroys  the 
Federal  civil  service  by  demoralizing  the  work  force  and  increasing 
attrition.  I  also  think  it  will  become  extremely  hard  to  recruit  fu- 
ture employees  who  know  that  they  can  make  more  in  the  private 
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sector  and  who  know  they  don't  have  to  be  subjected  to  this  type 
of  treatment  every  year  the  budget  is  introduced. 

Like  I  said,  Federal  workers  are  wiUing  to  sacrifice,  they  are 
willing  to  pay  more  in  taxes,  they  are  willing  to  have  the  adminis- 
trative costs  of  their  agencies  cut  drastically.  Most  are  even  willing 
to  forego  the  pay  increase  this  year  if  it  is  only  this  year.  But  deny- 
ing comparability  adjustments  and  playing  games  with  the  Federal 
Employee  Pay  Comparability  Act  will  be  more  than  a  sacrifice.  The 
promise  of  comparability  adjustment  has  been  a  light  at  the  end  of 
a  tunnel  Federal  employees  have  been  in  for  the  past  12  years.  For 
12  years  Federal  employees  have  been  looking  for  that  light  at  the 
end  of  the  tunnel  and  I  don't  think  that  we  ought  to  snuff  it  out. 
After  the  damage  we  might  do  this  year  by  freezing  Federal  pay, 
we  may  find  that  light  is  impossible  to  reignite. 

Thank  you  again  for  letting  me  speak  before  the  committee 
today.  Again,  I'm  honored  to  appear  here  and  extremely  pleased  to 
address  you  as  Madam  Chairperson.  Our  regional  delegation  and 
our  Federal  employees  are  well-served  by  your  dedication  and  abil- 
ity. 

I  want  to  thank  Mrs.  Morella,  Ms.  Bjrme,  and  Mr.  Ackerman  for 
their  leadership  on  behalf  of  Federal  employees. 

Thank  you.  Madam  Chairwoman. 

Ms.  Norton.  Thank  you  very  much,  Mr.  Moran.  We  appreciate 
your  coming  to  testify  here,  knowing  you  have  other  business,  but 
we  do  want  to  invite  you  to  sit  as  long  as  j'ou  may  like  and  I  have 
but  one  question  for  you. 

You  indicate  that  you  have  received  letters  from  constituents.  I 
wonder  if  you  had  any  overall  sense  of  what  is  most  and  what  is 
least  objectionable  to  your  constituents  of  the  President's  propos- 
als? 

Mr.  Moran.  I  think.  Madam  Chairwoman,  that  the  majority  of 
Federal  employees  want  to  do  their  fair  share  and,  in  fact,  if  they 
were  left  out  of  this  effort  to  balance  the  budget,  they  would  not 
feel  right  about  it.  The  problem  is — I've  heard  it  addressed  from 
the  speaker  and  I'm  sure  it  has  previously  been  addressed.  We  are 
going  to  eliminate  100,000  positions  over  4  years,  hopefully  entirely 
through  attrition  but  that  means  that  Federal  employees  are  going 
to  be  working  harder  to  accomplish  the  same  functions  because 
there  will  be  fewer  people  to  accomplish  them.  They  are  being  de- 
nied what  was  legislated,  required  to  be  implemented  this  year  in 
terms  of  the  Pay  Comparability  Act.  And  then  the  cost  of  living  in- 
crease, if  it  is  frozen  this  year  and  each  subsequent  year  is  reduced 
by  1  percent  which  means  the  next  year  they'd  only  get  half  of  the 
cost  of  living,  their  actual  compensation  is  going  to  go  down.  Their 
purchasing  power  goes  down.  I  think  that  that  is  a  triple  whammy 
that  is  unfair.  It's  imbalanced,  and  I  think  it  reflects  the  fact  that 
Federal  employees  are  vulnerable,  more  vulnerable  than  people  in 
the  private  sector. 

That's  their  concern.  If  they're  treated  fairly,  if  they  know  what 
to  anticipate  in  1995  and  fiscal  year  1996  and  1997,  if  there  are 
some  promises  that  will  be  kept,  then  I  think  Federal  employees 
would  be  willing  to  live  with  at  least  part  of  these  cutbacks. 

But  fairness  is  the  key  and  right  now  I  think  that  Federal  em- 
ployees have  been  singled  out  because  there  is  an  attitude  that  has 
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been  used  for  political  purposes  over  the  last  12  years  to  make  Fed- 
eral employees  the  scapegoat  and  these  proposals  may  feed  into 
that  and  that's  why  I  oppose  them,  not  because  some  part  of  them 
wasn't  appropriate.  But  I  think  there's  too  much  at  the  same  time 
and  it  reflects  an  attitude  that's  got  to  change.  I  think  and  I  trust 
that  President  Chnton  and  Vice  President  Gore  are  going  to  make 
it  clear  in  time— and  I  hope  it  will  be  quickly — that  they  respect 
the  Federal  work  force.  They  recognize  that  this  entire  economic 
plan,  if  it  is  going  to  work,  is  going  to  be  largely  dependent  upon 
the  effectiveness  of  the  Federal  work  force  to  make  it  work  and 
that  by  the  time  that  the  Clinton-Gore  administration  is  finished, 
the  Federal  work  force  should  be  recognized  as  the  most  profes- 
sional work  force  there  is  in  the  world  and  certainly  the  most  dedi- 
cated to  the  interest  of  their  country. 

Ms.  Norton.  I  am  asking  that  this  be  treated  for  what  it  is,  an 
official  hearing.  It  only  takes  up  time  if  there's  public  response. 

Could  I  ask  if  the  ranking  member,  Mrs.  Morella,  has  any  ques- 
tions for  our  colleague? 

Mrs.  Morella.  No.  It's  always  a  pleasure  to  have  Congressman 
Moran  with  us  because  he  does  care  about  the  region  very  much. 
I  did  want  to  point  out  to  him  that  I  am  not  here  as  any  defender 
of  any  President  and,  indeed,  I  have  indicated  in  my  opening  state- 
ment that  it  seems  as  though  Federal  employee  bashing  has  be- 
come a  bipartisan  practice.  But  I  did  want  to  point  out  that  it  was 
in  1990  that  President  Bush  signed  the  Pay  Comparability  Act.  I 
mean  it  was  signed  into  law  and  it  is  something  that  is  a  commit- 
ment that  had  been  promised. 

I  also  want  to  point  out  that  Mr.  Volcker  chaired  a  Commission 
that  most  of  you  are  familiar  with  that  had  to  do  with  the  leader- 
ship in  the  public  sector  and  these  hearings  will  be  for  our  Post  Of- 
fice Civil  Service  Committee.  One  of  the  recommendations  was  to 
establish  an  advisory  committee  to  follow  up  on  recommendations 
for  recruiting,  retaining  and  keeping  the  calibre  and  recognition  of 
the  Federal  work  force  at  a  very  high  pitch  and  to  encourage  family 
friendly  work  place  policies.  That  commission  was  signed  into  law. 
It  was  legislation  sponsored  by  Congressman  Ford.  It  was  signed 
into  law  and  it  went  into  effect.  It's  been  in  operation  for  6  months. 
I'm  on  that  commission.  We  had  our  first  field  hearing  in  Mont- 
gomery County  a  few  weeks  ago;  and  that  Commission  is  one  of 
those  to  be  obliterated. 

Now,  what  I'm  saying  is  maybe  the  Commission  could  have  been 
streamlined  but  to  me.  Congressman  Moran,  this  is  also  an  indica- 
tion that  we're  going  to  have  to  be  ever  so  vigilant  in  terms  of  the 
perception  of  the  Federal  work  force,  which  I  firmly  believe  is  criti- 
cally important  to  any  effectiveness  of  any  program  that  we  have. 
And  so  I  look  for  these  symbols  and  signals  and  I  just  say  that  be- 
cause we  are  three  million  strong,  it's  not  a  large  number  when  you 
look  at  other  groups  and  we  just  have  to  ever  make  sure  that  we 
do  work  hard  to  point  this  out  to  whoever  is  President. 

Ms.  Norton.  Thank  you,  Mrs.  Morella,  for  your  speech. 

Ms.  Byrne,  have  you  any  questions  for  Mr.  Moran? 

Ms.  Byrne.  No,  Madam  Chair. 

Ms.  Norton.  Thank  you  very  much.  Thank  you  very  much,  Mr. 
Moran.  As  I  say,  you're  welcome  to  stay  and  hear  the  testimony. 
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Mr.  MORAN.  Thank  you.  I  do  have  to  get  to  that  ADA  thing  that 
I  think  we're  cosponsoring,  so  I'll  tell  them  where  you  are. 

Ms.  Norton.  They'll  understand. 

Mr.  Tobias  had  to  leave  for  an  important  matter.  I'm  going  to 
therefore  move  to  Mr.  Schlein.  Mr.  Schlein,  so  far  as  you  can  tell, 
your  testimony  seems  to  indicate  that  there  are  no  reductions 
whatever  in  the  budget  package  that  would  affect  work  that  has 
been  contracted  out? 

Mr.  Schlein.  We're  not  aware  qf  where  those  cuts  are  but  we  do 
know,  and  as  I've  stated,  that  there  is  substantial  savings  that 
could  be  made  in  the  whole  contracting  out  area. 

Ms.  Norton.  You  don't  know  if  any  of  that  has  already  been  tar- 
geted? 

Mr.  Schlein.  No. 

Ms.  Norton.  That's  something  that  we  will  look  into.  When  con- 
tracting out  occurs,  the  assumption  is  that  it's  for  one  of  two  rea- 
sons: that  the  existing  work  force  does  not  have  the  particular  skill 
or  expertise  required  or  that  it  is  less  expensive  to  contract  the 
work  out  rather  than  do  it  inside.  Which  of  these  two  descriptions 
do  you  think  generally  applies  to  the  Grovemment's  contracting  out 
work  today? 

Mr.  Schlein.  Well,  I  must  admit  I  don't  think  that  either  of 
them  really  apply.  Contracting  out,  of  course,  has  another  element 
that's  unique  and  that  is  that  contractors  do  this  work  because 
they  can  make  a  profit.  That  is  not  the  case,  of  course,  when  the 
Government  itself  is  doing  the  work.  There  indeed  may  be  some 
cases  where  contract  work  may  make  sense  and  when  you  do  a  real 
comparison,  you  can  find  some  savings.  But  by  and  large,  we  don't 
think  that  is  the  case.  The  examples  of  the  use  of  Government 
property  and  the  way  it's  used  is  something  that  ought  to  be  done. 
And  the  other  point  that  I'm  making  in  the  testimony  is  that  these 
contractors  ought  to  be  able  to  meet  the  same  standard  that  Gov- 
ernment employees  have  to  meet.  If  we're  being  asked  to  make  a 
10  percent  streamlining  across  the  board.  Government  contractors 
ought  to  be  asked  to  do  the  same  thing.  And,  as  we  pointed  out, 
over  5  years,  just  that  alone  would  save  $40  billion. 

Ms.  Norton.  Well,  the  committee  will  want,  when  we  speak  to 
Government  witnesses,  learn  more  about  what  are  the  controls 
those  who  have  such  contracts  are  subject  to. 

Mr.  Smith.  Madam  Chair,  I'd  like  to  add  a  comment  on  contract- 
ing out. 

Ms.  Norton.  Go  right  ahead. 

Mr.  Smith.  I  work  in  the  Department  of  Justice  in  the  Office  of 
Justice  Programs,  and  contracting  out  was  used  for  political  rea- 
sons in  the  Department  of  Justice.  In  my  agency,  they  wanted  to 
contract  out  one-third  of  all  the  grants  monitors  and  we  had  to  go 
up  to  the  Senate  and  House  Appropriations  Committee  and  get 
them  to  pass  a  special  bill  to  prevent  that.  But  the  executives  in 
the  Department  of  Justice,  for  political  reasons,  to  have  nice  bright 
shiny  medals,  contracting  out  pins,  had  tried  to  do  this  completely 
irrespective  of  any  rational  reason  or  anything  else.  And  so  that's 
something  that  should  be  carefully  watched  because  it's  not  a  mat- 
ter of  saving  money.  It's  a  matter  of  contracting  out  so  you  can  say 
you've  contracted  out  services. 
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Thank  you. 

Ms.  Norton.  Well,  this  definitely  suggests  that  with  the  new  ad- 
ministration, whether  political  or  for  other  reasons,  that  all  con- 
tracts ought  to  be  evaluated  and  re-evaluated  at  this  time  as  long 
as  employees  are  being  evaluated  to  see  what  savings  can  be  made 
there. 

Mr.  SOMMERHAUSER.  Madam  Chair,  if  I  might,  I'll  make  one 
other  comment  in  that  area.  It  would  be  rather  unique  to  look  at 
how  many  contractors  would  be  willing  to  do  business  with  the 
Federal  Gfovemment  if  they  were  held  to  the  same  standard  of  con- 
tract compliance  that  many  States  and  localities  use.  Put  up  an  as- 
surance bond  that  you'll  fulfill  the  contract  at  the  price.  It  is  a  tra- 
dition among  contracting,  at  least  in  the  Department  of  Defense,  to 
low  ball  and  figure  that  you'll  make  every  dime  and  then  some  on 
contract  changes  as  you  go  along  and  that  you  can't  be  held.  We 
have  actually  had  naval  ships  that  we  sent  to  private  shipyards 
under  a  fixed  price  contract  where  we  had  to  go  over  and  tow  them 
back  to  a  Government  shipyard  for  Government  employees  to  finish 
the  job,  just  because  they  knew  they  couldn't  do  it  and  they  figured 
to  make  up  to  get  well  on  the  contract  on  the  changes. 

Ms.  Norton.  Thank  you  very  much. 

One  more  question  for  Mr.  Schlein,  and  I'm  going  to  ask  this 
question  of  each  of  you  and  I  indicated  I  would  do  so  in  the  letters 
that  I  wrote  to  you.  You  have  all  indicated  that  you  do  not  believe 
that  Federal  workers  ought  to  be  exempt  from  some  contribution 
to  deficit  reduction.  You've  all  had  a  chance  to  hear  from  your  own 
members  in  one  way  or  the  other  and,  therefore,  I'd  like  to  ask  Mr. 
Schlein  which  of  these  proposals  that  are  already  on  the  table  seem 
most  objectionable  or  least  objectionable? 

Mr.  Schlein.  I  think  the  thing  that  is  most  objectionable  to  us 
in  AFGE  is  that  already  Feder^  pay  is  25  to  30  percent  behind 
comparable  pay  and  that  we  fought  hard  to  get  a  system  in  place 
to  close  that  gap  and  now  we  find  that  that  system  is  going  to  be 
completely  undermined  and  instead  of  reinventing  Government,  we 
seem  to  be  doing  business  as  usual.  We  believe  there  are  so  many 
ways  that  if  Grovemment  employees  are  given  the  opportunity  to  be 
a  part  of  reinventing  Grovemment  that  real,  long-lasting  savings 
can  be  realized  within  the  Grovemment  programs.  Some  of  the  pro- 
posals that  were  raised  earlier  about  setting  a  budget  standard,  al- 
lowing full  scale  collective  bargaining  to  take  place  where  we  can 
take  a  look  at  the  whole  program  and  reach  a  real  budgeted  need 
where  there's  some  flexibility  in  reaching  those  pay  goals  and  how 
we  do  the  work  would  be  a  tremendous  benefit. 

There  are  many  other  examples.  One  that  we'd  like  to  see,  for 
example,  is  in  the  Social  Security  Administration  where  right  now 
there  really  are  thousands  and  thousands  of  disability  reviews  that 
have  been  held  up  and  have  resulted  in  as  much  as  a  $1  billion 
a  year  in  overpayment  for  these  disabilities  because  we  can't  do  the 
reviews  that  are  necessary.  And  a  small  investment  there  for  every 
dollar  we  invest  in  putting  people  to  look  at  those,  we'll  be  saving 
$4.  So  we  think  there's  a  lot  of  programs  that  can  be  looked  at  that 
can  generate  real  savings. 

Ms.  Norton.  Thank  you  very  much,  Mr.  Schlein.  Your  10-per- 
cent cut  on  contracting  out,  I  just  want  to  note,  would  not  assure 
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that  the  work  would  be  brought  back  inside  whether  these  people 
would  take  a  10-percent  cut  in  their  own  work  force  or  whether  the 
Federal  work  force  was  taking  a  10-percent  cut. 

Mr.  SCHLEIN.  Yes,  Madam  Chair. 

Ms.  Norton.  That  may  be  subject  to  contract  law  in  one  fashion 
or  another  but  that  is  something  I'll  have  the  staff  look  into  as 
well. 

Mr.  Keener,  you  mentioned  the  management  to  employee  ratio  in 
the  Federal  Government  as  being  1  to  5. 

Mr.  Keener.  Yes,  ma'am. 

Ms.  Norton.  And  said  you  thought  it  ought  to  be  brought  in  line 
with  the  private  sector.  What  is  it  in  the  private  sector? 

Mr,  Keener.  The  points  that  we  were  raising,  we've  got  places 
in  the  Federal  sector  where  we've  got  12  layers  of  management.  I 
believe  the  private  sector  is  in  those  organizations  where  total 
quality  management  has  been  implemented,  you're  looking  at  a 
much  lower  ratio  and  I  don't  have  the  specifics  in  front  of  me.  I 
will  gladly  share  that  with  you  from  my  staff. 

Another  thing,  a  point  on  contracting  out,  Madam  Chair.  If  we 
were  to  review  the  cost  comparison  formula,  we  feel  that  the  Fed- 
eral employees  can  compete  any  time  but  what  has  happened  over 
the  past  12  years  is  that  the  formula  has  been  changed  so  that  we 
don't  have  a  fair  shot  at  competing  for  Federal  work.  What  they 
should  do  is  compare  over  the  entire  life  of  the  contract  the  cost, 
not  just  the  low  ball,  as  my  compatriot  says,  but  to  compare  the 
entire  cost  the  length  of  the  contract.  Make  them  firm  fixed  price 
contracts  and  not  cost  plus. 

Ms.  Norton.  Thank  you.  Could  I  ask  you  also,  Mr.  Keener,  to 
tell  us  which  of  the  President's  proposals  you  find  most  or  least  ob- 
jectionable? 

Mr.  Keener.  Madam  Chair,  as  the  rest  of  the  employee  rep- 
resentatives have  stated,  we've  already  taken  a  great  hit.  We'll 
take  whichever  hit  comes  down,  but  we  don't  need  it  doubled  or  tri- 
pled. If  it's  a  pay  freeze  for  a  year,  we'll  suffer  that.  My  constitu- 
ency in  the  National  Federation  of  Federal  Employees  has  stated 
that  if  worse  comes  to  worse,  they  could  live  with  that.  But  if  they 
start  hitting  us  with  the  Employee  Health  Benefit  Program  and  the 
locality  pay  and  the  COLA  cuts  in  the  future,  it's  asking  too  much. 

Ms.  Norton.  Thank  you  very  much. 

Could  I  move  on  to  Mr.  Sommerhauser.  You,  I  think,  have  told 
us  already  what  is  most  or  least  objectionable.  Let  me  ask  you 
about  the  part  of  your  testimony  that  relates  to  dollar  reduction 
targets  where  you  would  have  Federal  managers  actually  negotiate 
with  employees  over  targets  for  reduction  and  apparently  hold 
them  to  it.  I'd  like  to  know  if  there's  ever  been  any  analogous  or 
comparable  exercise  in  the  Federal  Grovemment  and  what  makes 
you  think  you  could  in  fact  achieve  real  savings  that  agencies  could 
be  held  accountable  for. 

Mr.  Sommerhauser.  Yes,  Madam  Chair,  there  has  been  some  ex- 
periment on  the  fringe.  The  Department  of  Navy  in  the  industrial 
sector,  naval  shipyard  system,  severed  years  ago,  4  or  5  years  ago, 
came  about  with  something  called  "Managing  to  Budget."  Instead 
of  being  directed  from  command,  higher  command,  to  reduce  your 
work  force  by  two  percent,  whatever,  they  were  given  a  budget. 
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They  were  told,  meet  this.  It  then  became  a  choice  of  the  managers, 
unfortunately  solely  the  managers,  the  employees  were  not  given 
an  input,  but  it  became  a  choice  of  the  managers.  Well,  I  need  to 
do  this  job  and  I  can  promote  one  GS-12  or  three  GS-3's  and  I  get 
the  work  out  of  the  3's  and  I  get  the  supervision  out  of  the  12  and 
I  happen  to  think  the  3's  are  good  enough  to  do  it  without  the  su- 
pervision. Let's  promote  the  3's.  It  was  an  innovative  process  and 
it  was  very  difficult  for  many  managers  to  adapt  to  that.  The  dif- 
ficulty was  the  other  half  of  the  formula  was  not  there.  Nobody 
consulted  the  3's  on  was  there  a  better  way  to  do  the  job  and  pro- 
mote the  3's  and  the  12. 

We  think  that  if  you  come  to  us  in  the  Federal  work  force  like 
Ford  has  done  with  its  employees,  like  IBM  is  now  learning  to  do 
with  its  employees,  like  Chrysler  and  a  number  of  other  companies 
that  have  to  operate  against  the  bottom  line,  we  can  find  ways  to 
meet  budget  targets  and  we're  willing  to  accept  the  responsibility 
that  if  we  can't,  some  of  us  might  have  to  go  away. 

Ms.  Norton.  How  is  this  enforced? 

Mr.  SOMMERHAUSER,  The  budget  targets  were  enforced  in  the  ex- 
periments in  the  Department  of  Navy,  when  you  got  down  to  the 
end  of  the  year  if  you  were  over  budget,  you  laid  off  people. 

Our  suggestion  is  that  you  add  the  other  half  of  the  formula  to 
allow  the  employees  the  involvement  in  the  process.  But  also,  if  you 
get  down  to  the  end  and  one  side  or  the  other,  be  it  labor  or  man- 
agement, has  been  recalcitrant  and  refused  to  negotiate,  then  both 
sides  share  equally  in  whatever  the  layoffs  are.  Whatever  percent- 
age management  is,  they  have  that  percentage  laid  off.  Whatever 
the  percentage  of  the  rest  of  the  work  force  that  we  couldn't  meet 
the  target,  we'll  take  the  consequence.  We're  willing  to  put  it  on 
the  line,  but  we've  got  to  be  given  the  opportunity  to  do  that. 

To  make  it  clear,  Madam  Chair,  there  are  two  items  of  the  Presi- 
dential proposal  that  we  find  absolutely  onerous.  One  is  the  delay 
in  comparability,  the  reduction  in  the  government  white  freeze  and 
the  total  elimination  in  1994.  We'll  live  if  we  have  to  because  com- 
parability, sooner  or  later,  will  catch  us  up.  But  you  can't  take  that 
away. 

The  other  one  is  the  change  to  the  health  plan  costs  now,  instead 
of  let's  do  it  as  part  of  the  overall  restructuring,  reform,  whatever 
we  have  to  do  for  the  country.  Let's  not  shove  a  whole  bunch  of 
Federal  employees  out  there  with  our  millions  of  brothers  and  sis- 
ters that  don't  have  adequate  health  care  already  just  because  they 
can't  afford  the  hit. 

Ms.  Norton.  Thank  you  very  much,  Mr.  Sommerhauser. 

I'm  going  to  say  that  your  suggestion  about  labor  management 
negotiation,  I  find  very  intriguing  as  a  former  professor  of  labor 
law  who  has  studied  deeply  the  way  this  works  in  the  private  sec- 
tor. It's  most  impressive  work  that  has  been  done  in  the  private 
sector  since  the  labor  movement  was  legalized  in  the  1930's.  And 
we  saw  it  transform  the  Ford  Motor  Co.  in  the  1980's,  to  become, 
for  the  first  time  in  its  history,  the  most  profitable  motor  company 
in  the  United  States. 

I'm  not  sure  whether  such  an  idea  could  go  into  effect  imme- 
diately. I  do  think  that  it  is  time  that  the  Federal  Grovernment 
began  to  use  these  updated,  new,  more  collegial  ways  of  dealing 
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with  its  very  high  quality  work  force.  Nobody  works  in  the  state- 
of-the-art  on  a  hierarchable  basis  anjrmore.  And  it  now  has  been 
demonstrated  that  if  you  invest  workers  in  the  mission  in  a  colle- 
gia! fashion  and  give  them  responsibility,  that  their  productivity  in- 
creases enormously. 

I  would  love  to  see  what  you're  saying,  done  at  least  on  some 
basis  beginning  with  this  administration  which  wants  to  reinvent 
Government.  And  I  would  like  to  ask  you  if  you  have  anjrthing 
written  on  the  experiment  you  described,  especially  any  evaluation 
of  it?  Anything  whatsoever  that  you  provide  this  committee  with  it, 
I'd  be  very  grateful.  And  if  you  believe  that  there  are  those  in  the 
Department  of  Navy  who  we  should  be  in  touch  with  in  order  to 
get  any  information,  if  you  would  later  provide  that  to  my  staff,  I 
would  very  much  appreciate  it. 

Mr.  SOMMERHAUSER.  Unfortunately,  management  at  the  Depart- 
ment of  Navy  doesn't  share  that  type  of  review  with  us.  But  we'll 
go  try  to  find  it  because  we  know  where  they  hide  those  things. 

I  will  also  provide  you,  at  least,  input  from  our  side  on  how  it 
worked  with  us,  and  our  beliefs  about  it. 

Ms.  Norton.  I'd  appreciate  it.  In  any  case,  I  think  that  this  com- 
mittee might  be  able  to  get  it,  and  we  would  do  so,  if  you  help  us 
where  the  bodies  are  buried.  We'll  deal  with  this. 

Finally,  Mr.  Smith,  I  would  be  pleased  if  you  would  also  tell  us 
which  of  the  present  proposals  you  find  most  or  least  objectionable. 

Mr.  Smith.  Well,  I  agree  very  much  with  Mr.  Sommerhauser's 
analysis,  but  I'd  like  to,  of  course,  return  to  the  theme  of  my  speech 
which  is  that  the  whole  concept  is  turned  on  its  head. 

You  know,  you  have  to  think  of  Federal  employees  as  unlike  ob- 
jects. The  Federal  secretary  is  not  the  same  thing  as  a  Federal  ex- 
ecutive. We  have  so  many  Federal  executives  running  around  in 
their  limousines  with  their  executive  parking  and  all  of  that  sort 
of  stuff,  and  they  are  not  in  the  same  situation  as  the  secretary  or 
the  messenger  who  is  tr5dng  to  raise  a  family  on  almost  no  money 
in  a  high  cost  city  like  Washington,  DC,  and  other  high  cost  cities 
throughout  the  United  States. 

And  of  course  from  our  point  of  view — and  AFSCME  represents 
primarily  Washington  metropolitan  area  employees — the  delay  in 
the  comparability  is  just  devastating.  But  the  real  problem  that  I 
see  is  that  so  much  money  and  so  much  attention  is  paid  to  the 
welfare  of  the  political  executives  and  the  Senior  Executive  Service, 
and  so  little  attention  is  paid  to  developing  the  potential  for  the 
secretaries  and  the  messengers.  That's  what  I  feel  the  strongest 
about. 

Ms.  Norton.  Thank  you  very  much. 

Mrs.  Morella. 

Mrs.  Morella.  Thank  you.  I  want  to  thank  all  of  you  for  the  tes- 
timony. I  found  it  very  enlightening.  And  I  wondered  if  you  had, 
as  representatives  of  many  Federal  employees,  if  you  had  been 
asked  by  the  administration,  0MB,  by  anyone  putting  together  this 
plan,  what  your  opinions  were  with  regard  to  the  Federal  sector? 

Mr.  Smith.  No,  we  were  not  consulted  at  all. 

Mr.  SCHLEIN.  As  you  know,  Congresswoman,  AFGE  doesn't  nec- 
essarily have  to  be  asked  to  offer  our  opinions  and  we  did  have  dis- 
cussions with  the  administration.  We  have  had  direct  discussions 
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with  Mr.  Panetta  on  innovative  programs  like  PACE  or  SHARE, 
another  program  would  save  millions  of  dollars  in  the  Air  Force, 
and  laying  out  many  of  the  issues  that  you've  heard  here.  And 
these  were  done  in  the  early  days  with  the  administration. 

Mrs.  MORELLA.  And  so,  you  got  a  "thank  you  very  much"  kind 
of  response? 

You  know,  I'm  saying  this  in  all  seriousness.  I'm  not  being  face- 
tious. My  point  is,  I  just  think  you  offered  a  lot  of  very  good  sugges- 
tions and  I  just  think  that  the  administration  would  have  profited 
to  have  listened  to  you  and  listened  to  the  manager,  and  maybe 
pulled  some  of  your  ideas. 

Because  I  think  all  of  you  are  saying  that  you're  willing  to  have 
some  sacrifice  by  the  Federal  sector,  but  let's  not  go  at  it  this  way. 
I  counted  the  ways  as  you  were  talking.  I  can  see  it's  not  a  double 
whammy  or  a  triple  whammy.  I  think  it  must  be  quadruple  kind 
of  whammy  because  you've  got  a  freeze.  You've  got  the  reduced  sal- 
ary for  the  subsequent  years;  you  will  be  pa3dng  more  for  health 
care  premiums.  It's  going  to  affect  your  pensions.  It's  going  to  affect 
life  insurance.  Pay  comparability  is  put  aside  and  then  the  reduc- 
tion, by  attrition  supposedly,  of  100,000  people.  And  then  as  citi- 
zens you  will  pay  the  Btu  and  whatever  else  may  be  in  there  for 
taxation.  So,  it  just  seems  as  though  it  would  have  been  wise  for 
the  administrtion  to  have  looked  at  it  more  carefully. 

Before  I  go  any  further,  Madam  Chair,  I  would  like  to  ask  that 
the  comments  that  Congressman  Donald  Young  from  Alaska  has 
sent,  be  included  in  the  record.  As  a  matter  of  fact,  he  has  a  staff 
person  who  is  here  and  he  plans  to  be  at  the  next  meeting  on 
March  10,  which  is  a  regular  meeting.  He  would  have  liked  to  have 
been  here,  but  has  been  ill  for  the  entire  week  with  a  temperature 
of  over  101  degrees.  So,  he  did  indicate,  and  we  know  from  his 
record  he  has  been  very  supportive  of  Federal  employees.  So,  I  just 
would  like  the  record  to  show  that. 

I  also  have  heard  that  Vice  President  Gore  is  going  to  be  chairing 
a  new  Commission  that's  going  to  look  at  waste,  fraud  and  abuse 
in  the  Federal  Government.  I'm  not  going  to  address  any  question 
to  one  of  you  specifically.  But  I'd  like  all  of  you  to  tell  me  if  you've 
heard  about  it.  Do  you  think  this  is  going  to  get  at  one  of  the 
areas — ^And  I  believe  that,  Mr.  Sommerhauser,  I  think  you  men- 
tioned the  waste,  fraud  and  abuse  and  others  have  alluded  to  it. 
I  wondered  if  you  think  that  that's  going  to  be  effective  or  cover 
areas  where  savings  can  take  place? 

Mr.  Sommerhauser.  It  has  potential  if  we're  listened  to.  It  has 
potential  if  you,  one,  get  outside  the  beltway.  Go  talk  to  people  in 
the  workplace.  Most  of  the  people  here  are  here  because  they  work 
inside  the  beltway,  but  a  lot  of  our  Government  work  force  is  else- 
where. 

The  difficulty  that  we  find — we've  had  waste,  fraud  and  abuse 
programs  for  a  number  of  years.  They  start  with  a  large  celebration 
of  the  new  program.  They  get  a  lot  of  publicity,  and  then  nothing 
ever  happens.  I  don't  know  how  many  of  the  folks  are  in  this  audi- 
ence, but  I'm  sure  there  are  some  who  have  called  the  hotlines  and 
never  seen  a  result. 

One  of  the  things  that  the  unions  provide  is  that  at  least  we  pro- 
vide feedback  when  one  of  those  problems  is  brought  to  us.  When 
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it  goes  to  the  waste,  fraud  and  abuse  hotline,  you  never  hear  any- 
thing again,  especially  if  you  request  confidentiality  so  you  don't 
get  fired. 

Mr.  SCHLEIN.  In  AFGE,  we'd  welcome  the  efforts  of  Vice  Presi- 
dent Gore.  We  think  that  this  is  an  important  issue  and  we're  glad 
to  see  that  it  is  being  brought  right  to  the  top  of  the  administra- 
tion. And  in  that  sense,  you  know,  we're  committed  to  working  with 
the  Vice  President  in  trying  to  get  a  more  effective  program. 

Certainly,  we  appreciate  this  committee's  work  in  the  past  in  try- 
ing to  protect  whistle  blowers  know  what  a  difficult  effort  lies  in 
front  of  us  with  this  upcoming  program. 

Mr.  SOMMERHAUSER.  I  think  one  of  the  keys  towards  this  pro- 
gram being  successful  is — I  don't  think  any  of  us  on  this  panel 
doubt  that  Vice  President  Gore  brings  a  dedication  to  making  it 
work  to  that  group.  It  seems  like  if  he  maintains  personal  contact 
to  the  program,  it  has  a  good  possibility  because  we  believe  in  him. 
The  difficulty  that  the  programs  have  been  handled  off  and  not 
policed  by  somebody  dedicated  to  the  cause,  that  they  gradually  at- 
rophied. 

Mr.  Keener.  If  the  program  such  as  Vice  President  Grore  wants 
to  formulate  is  to  bear  fruit,  it's  got  to  get  out  of  the  simple  politi- 
cal arena.  It's  got  to  get  down  as  TQM  does.  It  has  to  get  down  to 
the  people  that  know  where  the  skeletons  are  buried.  It's  got  to  get 
down  to  the  people  who  know,  in  fact,  where  the  waste  is  and  those 
people  have  to  be  protected. 

If  you  fire  the  people — if  you  kill  the  messengers  each  time,  you 
get  fewer  and  fewer  messengers.  And  all  of  us  here,  each  of  the 
unions,  each  of  the  representatives  of  employees  is  willing  to  par- 
ticipate, I'm  sure.  I  don't  speak  for  anybody  but  NFFE,  but  I  know 
that  the  feeling  is  that  all  they  have  to  do  is  ask.  The  administra- 
tion said  "We  will  consult."  The  next  thing  I  heard  was  that  we 
were  going  to  get  the  pay  freeze.  That's  not  consultation,  at  least 
in  my  book. 

I  truly  appreciate  the  opportunity  to  be  here  on  the  panel  with 
you.  And  if  the  administration  can't  consult  with  us,  possibly  we 
can  set  up  more  of  a  dialogue  with  the  Congress. 

Ms.  MORELLA.  That's  exactly  what  I  was  going  to  suggest.  Since 
you  have  the  people  who  can  give  you  the  access  to  where  the 
waste,  fraud,  abuse  is  or  problems  are,  that  perhaps  as  this  is  set 
up,  we  will  call  to  the  attention  of  the  Vice  President,  that  he's  got 
resources  that  he  can  look  to.  Namely,  you  and  others  who  are  in 
those  positions  who  really  can  help  out;  we  can  be  the  facilitators 
to  direct  that.  I  just  think  you're  a  resource  that  should  be  listened 
to. 

Also,  as  you  went  throug'h  the  priorities,  and  I  appreciated  your 
doing  that,  it  seems — and  if  I'm  speaking  out  of  turn,  you  correct 
me — that  most  of  you  are  sajdng  that  the  No.  1  real  concern  is  the 
putting  aside  of  the  locality  pay,  or  the  pay  Comparability  Act  be- 
cause what  it  saves  now  may  lead  to  catch  up  in  1994  and  in  sub- 
sequent years.  Is  that  correct?  Would  pay  comparability  be  the 
major  part  that  you  would  reinstate? 

Mr.  SCHLEIN.  The  No.  1  concern  is  the  total  undermining  of 
FEPCA.  It's  one  thing  if  it  has  to  be  delayed  for  a  bit,  but  we'd  hate 
to  see  that  process  not  go  forward. 
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Mrs.  MORELLA.  Right.  Now,  your  difficulty  with  that,  as  I  was 
sitting  here  thinking  about  it,  is  the  fact  that  would  this  be  some- 
thing that  the  Federal  employees  in  Oklahoma  would  want,  or  in 
Minnesota,  or  in  some  of  the  other  areas  where  the  comparability 
is  not  as  wide?  Or  is  it  uniformly,  the  30  percent  that  I  believe  it 
is  in  this  area? 

Would  you  like  to  think  about  that? 

Mr.  SOMMERHAUSER.  It  is  not  as  wide  in  some  areas,  and  it's  not 
just  4  years  since  the  bill  was  passed.  It's  34  years  that  we've  been 
fighting  to  get  the  bill  passed.  In  the  deep  South,  in  Oklahoma,  as 
you  choose,  it's  not  going  to  be  as  wide,  but  they're  still  going  to 
get  some  pay  raise  if  that  stays  in  place. 

And  understand  how  difficult  for  us  that  is.  You  know,  none  of 
us  are  going  to  make  any  friends  among  our  membership  by  com- 
ing here  and  saying  "we'll  take  any  cut  at  all."  Because  our  mem- 
bers feel  we've  taken  too  much.  But  we're  trjdng  to  do  our  part. 
And  the  hardest  one  for  you  to  help  us  with  is  comparability  be- 
cause that  is  the  big  dollar  bear  out  there  on  the  horizon  that 
everybody's  afraid  of. 

Mrs.  MoRELLA.  And  it  has  the  greatest  effect  on  this  particular 
region  because  we  have  felt  we  were  next  in  line  as  they  looked  at 
the  Bureau  of  Labor  Statistics'  facts. 

Mr,  Keener.  And  with  consultation,  we  can  show  you,  show  the 
Congress,  show  the  President,  a  plethora  of  ways  to  cut  the  deficit. 
This  isn't  the  only  thing  on  the  plate.  They  don't  need  to  cut  us. 
They  don't  need  to  take  away  FEPCA.  They  don't  need  to  cut  the 
health  benefits  program.  We  can  show  them,  if  they  will  consult 
with  the  representatives  of  the  employees  and  work  with  us,  we'll 
find  those  dollars. 

Mrs.  MoRELLA.  This  has  been  very  beneficial  because  when  we 
have  our  March  10  meeting,  we  can  bring  up  some  of  these  sugges- 
tions we've  had  and  we  can  talk  to  OMB  and  say,  "All  right,  now 
what  about  this?  Why  can't  you  do  that?" 

I  like  the  attrition  concept  that  just  tell  you  what  has  to  be  re- 
duced and  let  you  decide,  you  being  the  departments;  the  agencies 
make  the  decisions  about  where  the  reduction  can  take  place 
through  attrition.  However,  if  you're  just  going  to  do  it  by  attrition, 
then  that  just  isn't  going  to  work  out  most  efficiently.  I  guess  you 
would  agree  with  that. 

I  like  the  idea  of  that  specific  dollar  target  that  was  mentioned 
and  the  stopper  list.  Do  the  rest  of  you  agree  with  that  concept  of 
have  it  ready  for  someone  else  who  comes 

Mr.  Smith.  I'd  like  to  talk  about  what  happened  once  in  the  De- 
partment of  Justice  when  the  Republicans  came  in.  We  asked  for 
a  stopper  list  and  for  a  whole  year,  they  fought  us  off  and  pre- 
vented it.  And  a  year  after  there  was  going  to  be  a  RIP  there  was 
a  RIP  because  the  Department  of  Justice  actively,  overtly,  pre- 
vented us  from  putting  the  stopper  list  in.  And  we  pleaded  with 
them,  both  management  and  the  union  went  over  together  and 
asked  the  senior  officials  in  the  Department,  "we  need  to  save 
these  employees'  careers."  26  people  went  out  on  the  street  because 
they  wouldn't  listen  to  us. 

That's  the  sort  of  problem  that  we  face,  every  one  of  us  here  at 
this  table  faces.  It's  the  failure  to  consult.  It's  the  failure  to  treat 
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the  employees  as  a  serious  part  of  the  government.  It's  the  attitude 
that  management  will  make  the  decisions  and  you  can  worry  about 
how  to  effectuate  them  later.  If  there's  going  to  be  true  consulta- 
tion, everything  is  possible.  But  we  have  to  have  true  consultation. 

We  have  to  have  meaningful  dialogue  and  not  just  on  the  sur- 
face. TQM  has  got  to  mean  something.  It  can't  just  be  somebody 
designated  in  the  personnel  office  as  the  TQM  officer  going  around 
giving  nice  sounding  talks  about  how  wonderful  TQM  is. 

You  mentioned,  Ms.  Norton,  Ford.  Yes,  the  Federal  Government 
desperately  needs  the  new  kind  of  labor  management  relations  that 
we're  beginning  to  see  in  various  places.  In  Grermany,  every  com- 
pany with  2,000  employees  has  to  have  employees  on  the  board  of 
directors,  for  goodness  sakes.  We  have  to  do  something  like  that  in 
this  country,  in  terms  of  getting  the  employees  involved.  The  em- 
ployees can  no  longer  be  objects,  they  have  to  be  partners.  And 
when  that  happens,  we'll  have  reform,  all  the  reform  anybody  could 
possibly  want.  Thanks. 

Mrs.  MORELLA.  I  just  wanted  to  finally,  because  I  know  we  want 
to  move  on,  mention  the  manager-to-employee  ratio  of  five-to-one. 
And  I  talked  in  my  opening  comments  about  the  classification  sys- 
tem being  changed. 

I  just  wondered  if  any  of  you  would  like  to  comment  on  that  as 
a  cost  saving  measure?  Do  you  think  it  is  necessary?  Would  it  help 
efficiency?  Would  we  save  money? 

Mr.  SCHLEIN.  There  is  no  question  that  it  would  save  money.  If 
the  President  established  a  new  ratio  of  1-to-ll,  which  I  think 
moves  much  closer  to  what  the  ratio  is  in  the  private  sector,  you'd 
end  up  having  a  reduction  of  about  177,000  positions. 

Ms.  Norton.  By  attrition? 

Mr.  SCHLEIN.  By  attrition,  yes,  where  we'd  like  to  see  it  be 
done 

Mrs.  MORELLA.  And  we  had  the  stopper  list,  right? 

Mr.  SCHLEIN.  Absolutely.  But  I  mean,  I  think  also,  what  you  end 
up  doing  is,  in  the  process  of  doing  that,  you  give  the  employee  on 
the  front  lines  who  knows  how  the  job  should  be  done,  more  au- 
thority and  more  ability  to  carry  out  the  work.  And  that  would 
really  be  a  step  toward  reinventing  Government. 

Mr.  SOMMERHAUSER.  It's  interesting.  What  we're  talking  about 
here  is  control.  Management,  is  a  traditional  philosophy,  that  does 
not  want  to  give  up  control.  If  you  have  fewer  managers,  you  have 
lower  control.  If  you  have  the  ability  to  negotiate  instead  of  dictate, 
management  loses  control.  It's  something  they  don't  want  to  give 
up. 

But  we're  learning  in  our  entire  world  that  it  has  to  be  done  if 
you  want  the  entire  work  force  to  be  productive.  The  entire  work 
force  has  to  have  some  say-so  on  how  things  are  done.  I  don't  want 
to  put  any  manager  in  the  Federal  (Government  out  of  business.  I 
don't  want  anybody  to  be  laid  off  if  possible. 

But  sooner  or  later,  we're  going  to  have  to  realize  that  we  do 
have  a  bureaucracy.  We  are  all  part  of  it  and  it  has  grown  over  the 
years.  It's  not  a  manager's  fault  that  there  are  seven  layers  of  man- 
agement between  the  employee  and  the  boss.  They  didn't  do  it.  It 
has  grown  over  the  years  because  we  piecemeal  every  personnel 
policy.  We  never  make  a  clean  break.  "This  is  what  we  need  to  do. 
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now,  let's  do  it."  "Well,  this  is  what  we  need  to  do  and  we'll  chip 
at  it  here,  and  we'll  knock  a  little  more  off  there."  And  in  the  proc- 
ess, yes,  well,  I've  got  seven  layers  of  management,  writing  reports 
to  each  other. 

But  I  don't  want  to  put  a  manager  out  of  business.  I'd  just  as 
soon  see  that  a  manager  have  a  good  job,  producing  a  product  for 
the  taxpayer,  because  that's  what  we  do.  We  don't  just  sit  here  and 
collect  a  paycheck  and  do  nothing.  The  mail  gets  delivered  because 
of  our  members.  Innovative  products  in  health  care  get  developed 
out  at  NIH.  Those  are  Government  employees.  Everybody  sees  Gov- 
ernment bureaucracy.  They  look  at  a  big  marble  building.  It's  the 
person  in  the  lab  or  out  in  the  shop,  or  down  on  the  street, 
patching  a  hole.  That's  a  Government  employee,  but  the  world 
doesn't  see  us  that  way. 

Mrs.  MORELLA.  Exactly.  We  all  have  our  work  cut  out  for  us  in 
terms  of  the  recognition.  I  also  liked  the  idea  of  the  contracting  out 
regulations  that  we  should  put  into  effect. 

I'm  going  to  defer  back  to  the  Chair  and  thank  her  very  much 
for  the  generous  time.  I  think  you've  been  an  excellent  panel. 
Thank  you. 

Ms.  Norton.  Thank  you,  Mrs.  Morella. 

Ms.  Byrne.  I  just  have  a  couple  of  short  questions  and  observa- 
tions. 

Mr.  Sommerhauser,  you  talked  about  managing  the  budget  and 
it  seems  that  one  of  the  things  that's  concerned  me  is  this  propen- 
sity to  spend  at  the  end  of  the  year.  And  it  would  also  appear  that 
your  idea  of  managing  to  budget  would  eliminate  a  lot  of  that.  You 
have  a  budget  to  do  the  job,  to  do  the  product,  whatever  it  is,  and 
you  have  to  meet  that.  And  there  should  be,  along  with  this,  some 
reward  system  for  doing  that,  and  conversely  as  you  mentioned, 
some  punishment  system  for  not  doing  it.  But  I  think  it's  one  of 
the  most  productive  things  to  be  mentioned  tonight  in  terms  of 
looking  at  how  to  get  control  over  the  budget  process. 

And  also  when  you  mentioned — I  think  it  was  you —  that  man- 
agement doesn't  like  to  give  up  control,  it's  been  my  observation 
that  the  executive  in  Congress  doesn't  like  to  give  up  control.  And 
we  have  a  strong  tendency  to  micromanage  in  the  executive  and  in 
Congress.  And  by  looking  at  this  management  to  budget,  it  would 
allow  us  to  set  the  goals  and  set  the  targets  and  leave  it  up  to  the 
managers  to  do  and  to  the  workers.  So  that  we're  not  in  there  fix- 
ing all  these  little  levers  and  pulleys. 

When  I  hear  waste,  fraud,  and  abuse — and  I  hope  that  Vice 
President  Gore  changes  that  mantra.  I've  heard  it  too  long.  I've  just 
heard  it  too  long.  Because  what  I've  observed  over  the  years  is 
when  we  talk  about  waste,  fraud,  and  abuse,  we  end  up  adding 
more  layers  of  management.  We  end  up  adding  more  people,  to 
watch  the  people,  who  watch  the  people.  And  while  no  one  dis- 
agrees thai:  there  are  redundancies  and  conflicts  within  agencies 
that  should  be  cleared  up,  the  idea  of  waste,  fraud  and  abuse,  that 
we're  going  to  save  these  buckets  of  money,  we've  been  singing  this 
song  for  a  long  time.  And  we  know  those  buckets  are  empty.  So, 
we  ought  to  get  on  with  making  Grovernment  more  responsive,  cut- 
ting out  the  duplications,  and  giving  managers  more  freedom  to 
work  with  their  workers  to  meet  these  budget  targets. 
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Does  that  sound  about  where  you're  coming  from? 

Mr.  SOMMERHAUSER.  Yes,  ma'am,  two  things. 

One,  on  managing  the  budget,  it's  very  frightening  for  us  because 
typically  the  budget,  when  it  gets  broken  down  from  the  secretary 
level  to  the  under-secretary,  to  the  next  level,  to  the  next  level,  and 
finally  gets  to  something  called  an  activity,  well,  you  can  really 
play  games  with  managing  to  budget.  You  know,  you  can  do  the 
same  thing  just  by  whacking  the  budget  real  hard.  Your  involve- 
ment in  the  Congress  in  policing  that  because  you  have  to  take  the 
view  of,  okay,  here's  the  overall.  Then  give  the  budget  to  the  man- 
ager, let  the  work  force  be  involved  in  meeting  that  budget.  That 
satisfies  our  need. 

I  would  like  to  make  a  novel  suggestion  to  you  on  waste,  fraud 
and  abuse.  I  think  we  ought  to  take  at  least  the  waste  and  abuse 
parts  of  it,  and  take  every  suggestion  that  ever  comes  in  and  put 
it  in  a  hat.  And  every  day,  draw  one  out  and  implement  it,  whether 
we  like  it  or  not.  I  think  there  are  still  lots  of  savings  to  be  found 
there.  The  problem  is,  they  are  savings  that  are  politically  undesir- 
able, or  administratively  undesirable. 

Fine.  Let  everybody  take  their  chance.  Put  them  all  in  the  hat 
and  we'll  draw  one  out  a  day,  and  we'll  save  whatever  that  sugges- 
tion saves.  But  when  you  take  it,  "yes,  well,  yes,  we've  really  got 
a  problem  there.  But  if  I  do  that,  I  might  put  this  department  out 
of  work."  Well,  maybe  the  department  should  be  out  of  work. 

Some  number — it's  about  like  talking  about  lawyers.  One  of  the 
best  ways  to  get  control  of  lawyers  is  let's  put  all  the  lawyers' 
names  in  a  hat.  And  once-a-year,  let's  draw  one  name  out  and  we'll 
hang  him  from  a  lamppost.  Notice,  I  said  "him,"  ladies. 

Mr.  Smith.  One-a-year's  not  enough. 

Mr.  SOMMERHAUSER.  Well,  one-a-year  is  probably  not  enough, 
but  if  we  hang  him  from  a  lamppost,  you  know,  the  word  might  get 
across. 

Sooner  or  later,  if  the  waste,  fraud  and  abuse  suggestions  coming 
in — if  you  don't  have  the  nght  to  manage  it  where  it  never  hap- 
pens, then  maybe  we  will  find  some  good  things.  And  maybe  we 
will  prove  that  there  is  a  lot  of  waste  and  abuse,  that  we  could  save 
the  Government  a  heck  of  a  lot  of  money.  But  it  doesn't  do  any 
good  to  put  the  suggestion  in,  run  it  through  13  layers  of  people, 
all  of  which  have  an  acute  interest  in  it.  It  never  comes  out  the 
other  end. 

A  lot  of  people  putting  a  lot  of  effort  in  there,  and  to  them,  put- 
ting a  lot  on  the  line.  They  really  believe  that  something  is  going 
to  happen  to  them  if  they  do  that.  All  of  our  efforts  for  confidential- 
ity and  whistle  blower  protection  haven't  stopped  the  problem. 
Folks  still  believe  if  you  make  a  suggestion  about  waste  or  fraud 
or  abuse,  sooner  or  later,  they'll  get  back  at  you.  'They're,"  who? 
I  don't  know  who,  but  it  is  still  the  predominant  belief  in  the  work 
force. 

Ms.  Byrne.  Is  there  any  other  activities  that  we  could  do  legisla- 
tively, that  would  give  Federal  workers  a  larger  comfort  level  in  ad- 
dressing these  kinds  of  fears?  We  continue  to  strengthen.  And  I've 
got  a  couple  of  new  bills  in  on  whistle  blower  protection  and  I'm 
sure  that  a  lot  of  other  people  do  too.  Are  you  saying  that  we  need 
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to  tighten  this  up,  or  we  just  need  to  pubUcize  it  more  that  we're 
going  to  protect  them? 

Mr.  SCHLEIN.  I  don't  think  you  need  gimmicks  to  make  this  Gov- 
ernment work.  I'm  a  Uttle  more  fond  of  lawyers  since  they  pay  dues 
to  our  organization  also. 

But  there  have  been  important  programs  that  have  been  estab- 
lished that  use  the  labor  relations  and  the  collective  bargaining 
mechanism  as  a  means  of  getting  there.  I  mentioned  a  little  earlier, 
the  PACERSHARE  experiment  which  involved  gain  sharing.  That 
was  your  mechanism.  You  allowed,  through  the  collective  bargain- 
ing process,  a  real  incentive  to  take  place  between  both  manage- 
ment and  the  employees.  And  that  was  that  of  the  money  that  was 
saved,  half  of  it  was  returned  to  the  Government  and  the  other  half 
of  it  was  shared  by  employees  on  an  equitable  basis.  And  do  you 
know  that  at  PACERSHARE,  they  reduced  the  size  of  the  work 
force  by  a  third?  And  over  $12  million  in  a  4-year  period  was  re- 
turned to  the  Government,  and  employees  were  able  to  realize  the 
other  increased  in  earnings. 

Unfortunately,  there  are  too  few  demonstration  projects  like 
PACERSHARE  going  on  in  the  government.  Some  legislation  that 
you  could  pass  would  be  to  allow  more  demonstration  projects  like 
that  to  take  place,  to  allow  for  full  scope  collective  bargaining. 
While  we're  not  tied  down  by  management  rights  and  the  fear  in 
trying  new  things,  but  allowing  that  full  scale  negotiation  to  take 
place  on  how  the  work  is  going  to  be  done,  on  how  compensation 
is  actually  going  to  be  shared  among  the  workers  who  are  doing  it. 
And  I  think  if  you  can  institutionalize  it,  we  don't  need  gimmicks. 
Our  members  are  prepared  to  roll  up  their  sleeves  and  do  the  hard 
that's  necessary  to  make  this  government  work  better.  Institu- 
tionalize those  types  of  programs  and  you'll  see  the  results. 

Ms.  Byrne.  Thank  you. 

Mr.  Keener.  To  follow  on,  if  you  were  to  reform  the  Civil  Service 
Reform  Act,  if  you  were  to  let  us  meaningfully  negotiate,  many 
benefits  will  accrue. 

Mr.  SOMMERHAUSER.  An  example:  under  the  Reagan  administra- 
tion, a  proposal  was  brought  forward  about  health  and  safety  in 
the  workplace.  President  Reagan  proposed  that  if  in  the  workplace, 
we  created  a  labor  management  committee,  equal  numbers,  rotat- 
ing chair,  we  would  not  subject  the  Federal  workplace  to  surprise 
inspection  by  OSHA.  That's  all  we  needed  to  do.  About  10  percent 
of  the  agencies  adopted  that,  even  under  the  Reagan  proposal,  be- 
cause they  would  not  give  up  the  control,  to  share  decisions  about 
health  and  safety  in  the  workplace. 

Ms.  Norton.  Thank  you  very  much.  I  want  to  thank  this  panel 
for  especially  useful  testimony.  And  particularly,  too,  I  want  to 
thank  you  for  taking  seriously,  my  own  plea  to  you  to  come  forward 
not  only  with  your  own  criticisms  of  the  proposal,  but  with  your 
own  ideas,  which  I  have  found  extremely  illuminating. 

You  are  analjrtical,  appropriately  protective  of  your  members,  but 
not  mindlessly  protective.  And  I  think  that  anyone  who  has  heard 
you  today,  will  understand  that  the  word  "special  interest"  does  not 
belong  to  you.  I  appreciate  the  spirit  that  you  brought  to  the  hear- 
ing table.  Thank  you  very  much. 
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Ms,  Norton.  May  I  ask  the  next  members  of  the  panel  to  come 
forward:  Mr.  Michael  Style  and  Ms.  Helene  Benson. 

We  have  taken  more  time  than  we  intended,  partly  because  there 
was  a  vote  and  we  were  late  getting  started,  and  partly  because 
these  employee  representatives  represent  very  large  numbers  of 
Federal  employees.  We  will  be  hearing  shortly  from  Federal  em- 
ployees themselves.  I  don't  want  to  give  shortened  time  to  them, 
so  I  want  to  proceed  more  quickly  than  I  have  with  the  last  panel. 

I'm  going  to  ask  this  panel  to  summarize  your  remarks  in  5  min- 
utes, if  you  would.  By  unanimous  consent,  I'm  going  to  enter  your 
full  remarks  into  the  record.  We  very  much  appreciate  your  being 
here. 

Mr.  Styles. 

STATEMENT  OF  MICHAEL  STYLES,  PRESmENT,  FEDERAL 
MANAGERS  ASSOCIATION,  ACCOMPANIED  BY  HELENE  BEN- 
SON, PRESIDENT,  PROFESSIONAL  MANAGERS  ASSOCIATION 

Mr.  Styles.  Thank  you,  Madam  Chair.  I  was  going  to  say  good 
afternoon,  but  I  guess  it's  really  evening  now.  And  I'd  like  to  start 
by  saying  I  thought  that  was  a  wonderful  panel  that  you  had  here 
just  a  moment  ago,  as  well. 

I'm  Michael  Styles,  national  president  of  the  Federal  Managers 
Association.  I  appreciate  the  opportunity  to  be  here  today  to  ex- 
press the  views  of  the  Federal  Managers  Association  on  President 
Clinton's  economic  package  and  the  effect  it  will  have  on  the  Fed- 
eral workers. 

I'd  also  like  to  thank  you,  Madam  Chair,  for  holding  this  hearing. 

And  I'd  like  to  thank  you,  Mrs.  Morella,  for  being  with  us. 

As  you  know,  the  Federal  Managers  Association  is  the  oldest  and 
largest  group  of  its  kind,  representing  the  interests  of  nearly 
250,000  Federal  managers  and  supervisors  throughout  the  Federal 
Government.  Deficit  reduction  is  a  matter  of  deep  interest  and  con- 
cern to  our  members.  FMA  supports  deficit  reduction  that  is  based 
upon  fair  and  equitable  sacrifice  by  all  Americans.  President  Clin- 
ton's call  for  national  sacrifice  however,  falls  particularly  hard  on 
Federal  employees. 

FMA  is  concerned  about  the  impact  the  President's  economic 
package  will  have  on  the  welfare  and  morale  of  America's  public 
servants.  FMA  believes  that  the  President's  plan  will  weaken  the 
civil  service,  the  very  institution  the  President  needs  to  make  his 
plan  work.  Under  the  President's  plan.  Federal  employees  would 
pay  the  same  tax  increases  as  other  Americans  and  forego  cost-of- 
living  pay  raises  in  1994,  and  receive  smaller  increases  in  1995, 
1996,  and  1997.  Federal  employees  also  would  suffer  setbacks  in 
their  health  insurance  and  retirement  benefits. 

FMA  believes  that  these  proposals,  if  enacted,  would  represent  a 
serious  impediment  to  the  CJovemment's  ability  to  recruit  and  re- 
tain the  skills  of  the  best  minds  and  talents  available.  Many  of 
those  people  who  are  here  with  us  today  represent  those  individ- 
uals. They  will  harm  the  Government's  capacity  to  be  a  superior 
service  provider  and  exemplary  employer.  They  also  will  undercut 
the  progress  the  Federal  Government  has  just  begun  to  make  in 
closing  the  pay  gap  between  the  Federal  and  private  sector  under 
the  Federal  Employees  Pay  Comparability  Act. 
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Federal  employees  are  willing  to  do  what  needs  to  be  done  to 
lower  the  deficit  as  long  as  other  Americans  assume  their  fair 
share  of  the  burden,  too.  That's  the  American  way.  Federal  employ- 
ees contributed  more  than  their  fair  share  to  deficit  reduction  dur- 
ing the  1980's.  Over  the  last  decade,  Federal  civil  servants  contrib- 
uted $119  billion  to  deficit  reduction  through  cutbacks  in  their  pay 
and  benefits.  During  that  same  period,  the  pay  gap  between  Fed- 
eral and  private  sector  salaries  grew  so  large,  more  than  30  percent 
in  some  localities,  that  in  1990,  the  Congress  passed  the  Federal 
Employees  Pay  Comparability  Act.  Now,  the  President's  plan  would 
roll  back  the  FEPCA,  both  in  scheduled  national  and  locality  pay 
increases  to  achieve  $8  billion  in  savings  over  the  next  4  years. 

Once  again,  Federal  employees  are  being  asked  to  contribute  to 
deficit  reduction  in  a  disproportionate  way.  And  I  might  even  com- 
ment at  this  point  that  Lane  Kirkland,  president  of  the  AFL-CIO, 
when  speaking  in  support  of  the  President's  plan,  pointed  to  that 
fact,  that  disparity  between  the  private  sector  and  the  public  sec- 
tor. And  after  making  that  comment.  President  Clinton  acknowl- 
edged that  fact. 

In  conclusion,  FMA  agrees  that  the  $4  trillion  national  debt  be 
reduced.  And  I  mentioned  the  word  "debt"  because  so  often  we're 
looking  at  deficit,  and  I  think  it's  time  that  we  spent  a  little  bit 
of  time  educating  the  American  public  as  to  the  difference  between 
deficit  and  debt.  It's  one  thing  to  say  that  we're  going  to  have  the 
deficit.  What  we  really  should  be  doing  is  coming  a  little  bit  further 
than  that  and  working  on  the  debt  itself. 

The  Federal  Government  can  not  continue  to  spend  on  a  credit 
card.  The  deficit  reduction  should  not  require  undue  sacrifice  from 
any  group  of  Americans,  including  its  public  servants.  FMA  seeks 
to  work  with  the  administration  and  the  Congress  to  achieve  sig- 
nificant deficit  reduction,  particularly  through  cost  savings  and 
government  operations,  progressive  consumption  taxes,  and  broad- 
er selective  cuts  in  Federal  spending  and  entitlement  progrgims. 

Once  again.  Madam  Chair,  I  want  to  thank  you  for  the  oppor- 
tunity to  appear  before  you  today.  I  would  be  happy  to  answer  any 
questions  that  you  might  have.  Thank  you. 

Ms.  Norton.  Thank  you  Mr.  Styles  for  coming  and  giving  your 
testimony  within  the  time. 

[The  prepared  statement  of  Mr.  Styles  follows:] 

Prepared  SxATEMEhfT  of  Michael  Styles,  President,  Federal  Managers 

Association 

Good  afternoon  Madam  Chair  and  Members  of  the  Subcommittee: 

I  am  Michael  Styles,  National  President  of  the  Federal  Managers  Association.  I 
appreciate  the  opportunity  to  be  here  today  to  express  the  views  of  the  Federal 
Managers  Association  on  President  Clinton's  economic  package  and  the  effect  it  will 
have  upon  Federal  workers.  I  would  also  like  to  thank  you,  Madam  Chair,  for  hold- 
ing this  hearing. 

As  you  know  the  FMA  is  the  oldest  and  largest  group  of  its  kind,  representing 
the  interests  of  nearly  250,000  Federal  managers  and  supervisors  throughout  the 
Federal  Government.  Deficit  reduction  is  a  matter  of  deep  interest  and  concern  to 
our  members. 

FMA  supports  deficit  reduction  that  is  based  upon  fair  and  equitable  sacrifice  by 
all  Americans.  President  Clinton's  call  for  national  sacrifice,  however,  falls  particu- 
larly hard  on  Federal  employees.  FMA  is  concerned  about  the  impact  the  President's 
economic  package  will  have  on  the  welfare  and  morale  of  America's  public  servants. 
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FMA  believes  that  the  President's  plan  will  weaken  the  civil  service,  the  very  insti- 
tution the  President  needs  to  make  his  plan  work. 

Under  the  President's  plan,  Federal  employees  would  pay  the  same  tax  mcreases 
as  other  Americans  AND  forgo  cost  of  living  pay  raises  in  1994  and  receive  smaller 
increases  in  1995,  1996,  and  1997.  Federal  employees  also  would  suffer  setbacks  in 
their  health  insurance  and  retirement  benefits. 

FMA  believes  that  these  proposals,  if  enacted,  wovdd  represent  a  serious  impedi- 
ment to  the  Government's  abih^  to  recruit  and  retain  the  skills  of  the  best  minds 
and  talents  available.  They  will  harm  the  Government's  capacity  to  be  a  superior 
service  provider  and  exemplary  employer.  They  also  will  undercut  the  progress  the 
Federal  Government  has  just  begun  to  make  in  closing  the  pay  gap  between  the 
Federal  and  private  sector  under  the  Federal  Employees  Pay  Comparability  Act 
fFEPCA) 

Federal  employees  are  willing  to  do  what  needs  to  be  done  to  lower  the  deficit, 
as  long  as  other  Americans  assume  their  fair  share  of  the  burden  too.  That's  the 
American  way.  Federal  employees  contributed  more  than  their  fair  share  to  deficit 
reduction  during  the  1980's.  Over  the  last  decade.  Federal  civil  servants  contributed 
$119  billion  to  deficit  reduction  through  cutbacks  in  their  pay  and  benefits.  During 
that  same  period  the  "pay  gap"  between  Federal  and  private  sector  salaries  grew 
so  large  (more  than  30  percent  in  some  localities)  that  in  1990  the  Congress  passed 
the  Federal  Employees  Pay  Comparability  Act.  Now  the  President's  plan  would  roll 
back  the  FEPCA,  both  in  scheduled  national  and  locality  pay  increases,  to  achieve 
$8  billion  in  savings  over  the  next  four  years.  Once  again,  Federal  employees  are 
being  asked  to  contribute  to  deficit  reduction  in  a  disproportionate  way. 

In  conclusion,  FMA  agrees  that  the  $4  trillion  national  deficit  must  be  reduced. 
The  Federal  government  cannot  continue  to  spend  on  a  credit  card.  But  deficit  re- 
duction should  not  require  undue  sacrifice  fi-om  any  group  of  Americans,  including 
its  public  servants.  . 

FMA  seeks  to  work  with  the  Administration  and  the  Congress  to  achieve  sigmfi- 
cant  deficit  reduction,  particularly  through  cost  savings  in  Government  operations, 
progressive  consumption  taxes  and  broader,  selective  cuts  in  Federal  spending  and 
entitlement  programs. 

Once  again,  Madam  Chair,  I  want  to  thank  you  for  the  opportunity  to  appear  be- 
fore you  today.  1  would  be  happy  to  answer  any  questions  you  or  your  colleagues 
may  have. 

Ms.  Norton.  May  we  hear  now  from  Ms.  Benson,  Ms.  Helene 
Benson? 

Ms.  Benson.  Madam  Chairwoman  and  Congresswoman  Morella, 
and  Congresswoman  Byrne,  thank  you  for  the  opportunity  to  tes- 
tify and  for  holding  this  hearing. 

The  members  of  the  Professional  Managers  Association  of  GM- 
13  to  15  Federal  managers  and  management  officials,  are  very 
upset  by  President  Clinton's  proposal  Federal  employee  pay  and 
benefit  cuts.  Federal  employees  are  willing,  as  citizens,  to  make  the 
same  sacrifices  imposed  on  our  fellow  citizens.  But  to  be  subjected 
to  all  that  other  citizens  in  our  economic  circumstances  are  being 
required  to  do,  and  in  addition,  to  be  singled  out  simply  because 
we  are  employed  by  the  Federal  Government  to  make  extra  sac- 
rifices, is  simply  not  fair.  We  note  that  the  administration  has  not 
proposed  general  wage  freezes  for  the  private  sector. 

Federal  employees  have  been  forced  to  make  many  sacrifices  over 
the  past  several  years  and  we  have  seen  our  pay  and  our  benefits 
seriously  eroded.  We  are  among  those  middle  class  citizens  who 
lost  considerable  ground  during  the  1980's.  Accordingly,  we  did  not 
expect  to  be  singled  out  as  we  have  been  this  year.  My  written  tes- 
timony recounts  the  many  sacrifices  we  have  been  called  upon  to 
make,  so  I  will  just  skip  over  that  part.  It's  in  the  testimony  and 
we're  all  well  aware  of  it. 

While  the  Senior  Executive  Service,  the  judiciary  and  the  Con- 
gress not  long  ago  received  a  whopping  30  percent  pay  hike,  the 
GS  and  GM  Federal  employees  through  grade  15,  were  promised 
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near  comparability  in  pay  with  the  non-Federal  sector,  to  be  accom- 
plished over  several  years  beginning  in  1994.  I  can't  tell  you  how 
disheartening  and  demoralizing  it  is  that  the  plan  for  pay  justice 
is  scuttled  before  it's  even  begun.  It's  very  upsetting  that  Federal 
employees  apparently  can't  rely  on  promises  made  to  them. 

As  I  noted,  PMA's  members  are  Federal  mid-level,  GM-13  to  15 
managers.  As  far  back  as  1990,  the  pay  of  grade  15's  lagged  almost 
40  percent  behind  private  sector  counterparts  nationwide.  Grade 
14's  lagged  36.60  percent  and  grade  13's,  33.94  percent,  according 
to  Government  figures.  These  are  nationwide  figures  and  high  sal- 
ary areas  such  as  San  Francisco,  Los  Angeles,  New  York,  Boston, 
and  DC,  the  lag  was  even  greater. 

Some  of  our  members  are  close  to  the  end  of  their  careers,  or 
would  like  to  be  if  they  could  count  on  their  pay  and  if  they  weren't 
afraid  that  their  retirement  promises  would  be  broken.  As  you 
know,  the  amount  of  our  pay  for  the  last  3  years  of  our  careers  de- 
termines our  retirement  benefits.  And  our  pay  also  affects  our  life 
insurance.  To  freeze  the  pay  of  the  GS/GM  employees  who  have  not 
received  adequate  pay  raises  for  years  would  be  an  egregious  injus- 
tice. 

We  request  your  help  in  convincing  President  Clinton  and/or  the 
Congress  in  seeing  that  spouse  and  child  survivor  annuity,  the 
FEHBP  and  the  retirement  lump  sum  proposal  should  not  be  effec- 
tuated. And  with  respect  to  the  pay  proposals,  that  there  should  be 
no  pay  freeze  in  1994  or  deluding  of  future  pay  raise  for  those  Fed- 
eral employees  below  the  SES  level  who  are  already  so  far  behind 
their  private  sector  counterparts.  Thank  you. 

Ms.  Norton.  Thank  you  very  much,  Ms.  Benson, 

[The  prepared  statement  of  Ms.  Benson  follows:] 

Prepared  Statement  of  Helene  Benson,  President,  Professional  Managers 

Association 

The  members  of  the  Professional  Managers  Association  (PMA),  who  are  GM-13 
to  GM-15  Federal  managers  and  management  officials,  are  very  upset  by  President 
Clinton's  proposals  to  freeze  Federal  pay  in  1994,  to  cut  our  ECI  pay  raises  in  1995- 
7,  and  to  apparently  reconsider  locality  pay,  as  well  as  his  proposals  to  reduce  Fed- 
eral employee  survivor  annuities,  to  reduce  Federal  employee  child-survivor  annu- 
ities, to  Umit  FEHBP  payments  for  Medicare-covered  annuitants,  and  to  eUminate 
the  lump-sum  retirement  benefit. 

Federal  employees  £ire  willing,  as  citizens,  to  make  the  same  "sacrifices,"  so  long 
as  they  are  reasonable,  as  our  fellow  citizens  in  the  non-Federal  sector  are  required 
by  the  Government  to  make.  But  to  be  subject  to  all  that  other  citizens  in  our  eco- 
nomic circumstances  are  being  required  to  do,  and  in  addition  be  singled  out  to 
make  extra  sacrifices  is  grossly  inequitable.  We  note  that  the  Administration  has 
not  proposed  general  wage  freezes  for  the  private  sector.  Nor  has  the  Administration 
proposed  that  employee  pension  and  other  benefits  provided  by  private-sector  em- 
ployers to  their  employees/retirees  be  cut. 

Federal  employees  have  been  forced  to  make  many  sacrifices  over  the  past  several 
years  and  we  have  seen  our  pay  and  our  benefits  seriously  eroded.  We  are  among 
those  middle-class  citizens  who  lost  considerable  ground  during  the  eighties.  Accord- 
ingly, we  did  not  expect  to  be  singled  out,  as  we  have  been  this  year  and  as  we  have 
been  in  prior  years. 

What  "sacrifices"  have  been  imposed  on  Federal  employees  in  the  somewhat  re- 
cent past?  Let  me  recount  only  some  of  them.  The  pay  of  GS/GM  employees,  as  we 
all  know,  lags  private-sector  pay  by  an  unconscionable  amount.  Some  retirement 
benefits  have  been  eliminated  while  others  have  been  reduced.  The  3-year  recovery 
rule.  Social  Security  spousal  and  survivor  benefits,  twice  a  year  retiree  COLA's,  and 
the  1  percent  add-on  COLA  to  offset  the  time  lag  in  implementation  have  been 
eliminated.  The  formula  for  determining  civil  service  annuitants'  Social  Security 
benefits  based  on  private-sector  emplojmient,  life  insurance  benefits  in  retirement. 
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and  the  formula  for  retiree  COLA's  in  the  first  year  of  retirement  have  been  re- 

While  the  Executive  branch's  Senior  Executive  Service,  the  judiciary,  and  the 
Congress  not  long  ago  received  a  whopping  30  percent  pay  hike,  the  GS/GM  Federal 
employees  through  GS/GM- 15  were  promised  near  comparability  in  pay  with  the 
non-Federal  sector,  to  be  accompUshed  over  several  years,  beginning  in  1994.  Before 
the  plan  can  even  be  implemented,  the  Administration  is  proposing  to  scuttle  it!  I 
cannot  tell  you  how  disheartening  and  demoralizing  it  is  that  Federal  employees  ap- 
parently cannot  rely  on  any  promise  made  to  them. 

As  I  noted,  PMA's  members  are  Federal  mid-level  GM-13  to  GM-15  managers. 
In  1990  the  pay  of  Grade  15's  lagged  almost  40  percent  (39.55  percent)  behind  pri- 
vate-sector counterparts,  nationwide.  Grade  14's  lagged  36.60  percent  and  Grade 
13's  lagged  33.94  percent.  In  high  salary  areas,  such  as  D.C.,  the  lag  was  even 
greater. 

Some  of  our  members  are  close  to  the  end  of  their  careers — or  wovdd  like  to  be 
if  they  were  not  afraid  to  retire  because  they  cannot  be  sure  they  can  count  on  the 
retirement  promises  made  to  them.  As  you  know,  the  amount  of  our  pay  for  the  last 
3  yejirs  of  our  careers  determines  our  retirement  benefits.  Our  pay  also  affects  our 
Ufe  insurance  benefits. 

To  freeze  the  pay  of  the  GS/GM  employees,  who  have  not  received  adequate  pay 
raises  for  years  (although  Congress,  the  judiciary,  and  the  SES  have),  would  be  an 
egregious  injustice. 

We  request  your  help  in  seeing  that  the  spouse  and  child  stirvivor  annuity,  the 
FEHBP,  and  the  retirement  Ivunp-sum  proposals  are  not  effectuated  and,  with  re- 
spect to  the  pay  proposals,  that  there  be  no  pay  freeze  in  1994  of  diminution  of  fu- 
ture pay  raises  for  those  Federal  employees  below  the  SES  level  who  are  already 
so  far  behind  their  private-sector  counterparts. 

I  will  be  happy  to  discuss  alternative  proposals  with  you  or  your  staff.  Thank  you 
for  the  opportunity  to  testify  and  for  holding  this  hearing. 

Ms.  Norton.  Could  I  ask  both  of  you  first,  to  comment  on  the 
views  expressed  by  some  of  the  panel  that  preceded  you  concerning 
reducing  the  management  to  employee  ratio  by  attrition  in  Federal 
Government. 

Ms.  Benson.  Well,  there  may  be  some  places  where  the  nianage- 
ment  is  too  heavy  and  there  may  be  some  places  where  it  isn't. 
While  we  can't  come  up  with  a  figure  of  10  percent  if  it's  a  sensible 
figure,  and  we  won't  know  that  until  we  get  into  reconfiguring  the 
Government,  when  we  get  involved  in  reinventing  the  Government. 

But  we're  not  adverse  to  losing  management  positions  where 
they're  top-heavy,  if  that's  warranted,  so  long  as  it's  through  attri- 
tion. We're  glad  that  the  proposals  have  been  cutting  the  pa3rroll 
through  attrition.  And  it  may  be  that  we  can  cut  more  and  cut 
more  overall. 

As  far  as  PMA  is  concerned,  we  are  not  willing  to  take  any  cuts 
in  pay  and  benefits  and  don't  think  they're  warranted.  But  we  are 
willing  to  take  cuts  where  possible,  in  the  payroll  and  the  adminis- 
trative expenses.  And  we're  willing  to  work  to  see  where  those  cuts 
might  be  warranted. 

Ms.  Norton.  Yes,  Mr.  Styles. 

Mr.  Styles.  Yes,  ma'am.  As  far  as  the  ratio  goes,  I'm  not  aware 
of  it  in  the  area  that  I  work.  However,  I'm  sure  that  in  some  agen- 
cies, perhaps  there  is  a  larger  number  of  managers  than  we  abso- 
lutely need. 

I  think  it's  very  important  to  go  back  to  some  of  the  statements 
that  were  made  a  little  earlier  about  total  quality  management. 

I  think  that  what  you're  about  to  see — and  in  fact,  I  also  believe 
it's  very  fitting  that  we're  meeting  here  today,  because  Secretary 
Reich  is  a  proponent  of  total  quality  leadership,  total  quality  man- 
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agement.  We  go  through  quality  leadership  and  we  bring  that  on 
board  and  do  it  sincerely. 

It's  something  that  has  to  begin  from  the  top,  be  pushed  from  the 
top.  You  have  to  empower  the  people,  if  you  will,  so  that  we  get 
the  best  ideas  and  those  we've  hired  to  be  the  brightest,  most  tal- 
ented work  force  available. 

I  think  if  you  see  total  quality  management  implemented,  you 
will  see  a  squashing,  if  you  will,  of  the  hierarchical  structure  of 
management. 

But  I'd  also  like  to  point  to  another  thing.  A  lot  of  people  are 
worried  about  total  quality  management  and  those  people  fall  in 
the  management  ranks,  quite  frankly.  They're  worried  because 
they  perceive  it  to  be  a  threat  to  their  jobs. 

In  fact,  it  will  not  be  a  threat  to  our  jobs  because  in  turn,  we  will 
become  more  efiicient,  more  effective.  We'll  be  putting  out  a  more 
quality  product  and  we  will  gamer  a  larger  part  of — and  I  say  this 
from  both  the  private  and  public  sector  sides  as  well — a  larger  part 
of  the  world's  market  place  and  we'll  become  more  productive  as  a 
Nation  overall. 

I  think  at  that  point — and  this  may  sound  a  little  foolish  to  come 
from  the  public  sector  in  saying  this,  but  right  now  what  you  see 
going  on  in  America  is,  we  are  subsidizing  the  private  sector  with 
some  work  that  I  don't  feel  that  they  should  be  doing  in  the  first 
place.  I  think  that  we've  undermined  the  infrastructure,  perhaps, 
of  our  own  naval  shipyards  throughout  this  country.  And  I  use  that 
only  as  an  example  here,  as  one  industry.  We've  done  that  because 
we've  worked  our  way  out  of  the  world  maritime  industry.  For  one 
thing,  we've  become  less  competitive.  And  I  think  what  it's  going 
to  take  for  America  to  become  strong  again  is  for  all  of  us  to  join 
forces,  private  and  public  sector  alike,  implement  total  quality 
management  to  its  max,  and  then  become  more  effective  worldwide 
in  being  able  to  gamer  larger  markets,  if  you  will.  And  we'd  stop 
beating  each  other  up,  private  and  public  sector,  for  the  jobs  that 
are  left. 

I  don't  know.  Did  I  answer  your  question? 

Ms.  Norton.  Yes,  you  did,  Mr.  Styles,  thank  you. 

You  have  indicated  in  your  testimony  that  the  President's  pro- 
posal would  reduce  the  Government's  ability  to  recruit  and  retain 
skilled  employees.  I'd  like  to  ask  you  which  types  of  positions  do 
you  believe  would  be  most  affected? 

Mr.  Styles.  Well,  I  think  across  the  board,  we  would  lose  that 
ability.  Part  of  our  problem  today,  if  you  will,  is  the  fact  that  as 
you've  heard  through  testimony  of  our  fellow  panelists,  we  have  for 
30  years  been  trying  to  get  equity.  And  I  think  over  time,  what 
you're  seeing  take  place  is  the  pygmalion  effect.  We  keep  badgering 
the  civil  servant.  We  talk  about  how  they're  at  the  trough  when, 
in  fact,  we  go  out  and  do  studies  that  time  in  and  time  out  show 
that  we  are  certainly  underpaid  and  understaffed  in  some  aspects. 

I'd  like  to  share  with  you  an  experience  I've  had.  In  1988,  I  was 
selected  by  the  Department  of  Navy  to  work  with  private  industry 
for  a  year  to  see  how  they  did  their  business,  and  to  bring  back 
those  lessons  learned  to  help  us  do  a  better  job.  And  I  think  often, 
we  make  a  very  big  mistake — and  I  even  felt  that  when  I  went  to 
the  private  sector,  I  would  learn  a  great  deal  on  how  to  do  business 
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more  efficiently  and  more  effectively.  When  in  turn,  when  I  went 
there,  I  found  out  that  I  contributed  quite  handily  to  them  improv- 
ing some  of  their  capacity  to  do  business.  In  fact,  I  was  a  part  of 
developing  the  total  quality  leadership  plan  for  the  organization 
that  I  joined  in  implementing  that  plan. 

While  I  was  there,  I  came  across  a  pay  scale  for  that  organiza- 
tion. I  won't  name  them  because  I  wouldn't  want  to  embarrass 
them,  but  it's  a  wonderful  organization.  It  really  is.  It  was  fme 
Americans.  But  what  it  did — I  picked  this  pay  scale  and  I  looked 
at  it.  And  I  used  to  go  home  on  the  weekends.  I  commuted  back 
and  forth  on  the  weekends.  And  I  must  tell  you  all  that  I  was  sick 
to  my  stomach  for  2  weeks  because  I  started  to  feel  that  after  30 
years  in  public  service,  I  may  have  thrown  my  life  away.  That's 
how  disparate  the  pay  structure  is.  And  it's  not  at  one  end  or  the 
other,  it's  all  across  the  board.  And  so,  I  really  feel  that  it's  essen- 
tial. ,    ^ 

And  if  you're  a  manager  and  a  supervisor  of  a  work  force;— and 
I  get  very  emotional  about  this  part.  Can  you  imagine  working  in 
the  Federal  Government — I'll  just  take  a  shipyard.  I  worked  in  a 
shipyard  for  quite  a  while.  And  I  was  in  one  of  the  shipyards  where 
they  took  and  towed  a  ship  back  to  our  yard  for  us  to  fix,  okay? 
I  thought  that  was  a  very,  very  good  point  because  I  worked  in  a 
shipyard  when  it  happened. 

But  if  you  look  at  the  work  force  that  we  have,  I  don't  think  you 
could  find  a  more  dedicated  group  of  people.  To  go  through  the 
badgering,  to  go  through  the  lack  of  pay,  the  inequities  that  they 
have,  and  still  put  out  a  quality  product,  is  a  remarkable  accom- 
plishment. And  I  refiJly  feel  very  sincere  when  I  say  we  can  not  any 
longer  beat  down  the  Federal  employee  because  the  pygmalion  ef- 
fect is  starting  to  take  place.  The  American  people  will  have  that 
work  force  that  so  many  people  wrongly  say  we  have  in  place  now. 

Ms.  Norton.  Well,  I  think  you  make  a  good  point  and  that's 
what  the  comparability  pay  was  supposed  to  help  us  achieve. 

I  also  want  to  simply  note  that  you  have,  I  think,  quite  appro- 
priately raised  the  notion  of  the  myth  that  private  sector  is  nec- 
essarily more  efficient.  The  assumption  is  at  the  bottom  line  and 
with— layoffs.  And  we  are  blessed  that  the  Federal  Government  sel- 
dom does  layoff,  so  we  ought  to  note  that.  We  ought  to  be  appre- 
ciative of  the  fact  that  the  President,  as  Ms.  Benson  has  said,  is 
going  to  do  this  by  attrition. 

But  the  assumption  is  that  the  private  sector,  because  it  does 
have  a  bottom  line  and  will  do  layoffs,  is  for  that  reason  more  effi- 
cient. An  equally  reasonable  hypothesis,  of  course,  is  that  the  pri- 
vate sector  simply  passes  it  on  to  us  to  pay  for  their  inefficiency 
and  that  is  surely  the  case. 

The  government,  while  it  is  being  reinvented,  might  well  try  to 
find  an  internal  discipline  that  is,  in  its  own  way,  analogous  to  the 
bottom  line  in  order  to  compare  itself  more  appropriately  with  the 
private  sector. 

Mr.  Styles,  you  indicated  in  your  testimony  that  the  President 
should  pursue  his  cost  savings  in  government  operations  and  selec- 
tive spending  cuts.  Do  you  have  any  specific  examples  in  mind? 

Mr.  Styles.  I  might  add  that  our  convention  begins  this  week, 
our  national  convention,  and  I  just  share  this  with  you  because  I 
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feel  that  we  will  come  up  with  some  very,  very  realistic  approaches 
to  cost  savings.  The  theme  of  our  convention  is  "Vision  in  the  fu- 
ture, making  it  happen."  And  following  the  convention,  we  have  a 
training  seminar  which  is  "Entrepreneurial  Government."  Along 
with  that,  right  after  the  convention,  we're  going  to  meet  with  all 
of  the  agencies  at  an  agency  luncheon  with  our  board  of  directors. 

What  we  envision  doing,  and  we  have  begun  within  the  Federal 
Manager  Association,  is  greater  communication.  We  just  talked 
about  total  quality  management.  It's  such  a  broad  scope,  if  you 
will,  when  we  say  that  we  can  do  business  with  government  more 
readily,  better,  more  cost  effectively,  if  you  will. 

What  we've  begun  within  the  Federal  Managers  Association,  we 
represent  the  managers  and  supervisors  through  all  agencies.  We 
used  to  be  aligned  only  by  zones  or  regions  and  we  felt  that  that 
was  not  the  most  effective  way  to  do  business.  What  we've  started 
to  do  now  is  align  ourselves  along  agency  lines  so  that  we  can  bet- 
ter communicate  amongst  ourselves  to  begin  with. 

And  let's  just  take  the  Marine  Corps.  I  work  for  the  Marine 
Corps.  All  of  the  Marine  Corps  bases  now,  all  the  supervisors  and 
managers  on  those  bases  will  now  interface.  They  will  be  doing  it 
here  at  this  convention.  We  will  discuss  ways  of  doing  business  bet- 
ter from  one  base  to  the  other,  so  we  don't  reinvent  the  wheel.  Out 
here  in  the  audience  is  some  of  my  friends  from  the  FAA,  some 
who  will  be  testifying  a  little  later  today.  They've  put  together  the 
FAA  conference.  They're  the  model  for  our  organization,  if  you  will. 
And  what  we've  done  is,  we've  been  able  to  make  already,  strides 
in  making  government  more  efficient. 

At  the  same  time,  if  we  note  an  agency-wide  problem,  we  can 
take  that  problem  and  address  it  directly  to  the  agency  heads 
themselves,  as  a  body,  with  constructive  criticism  and  new  ap- 
proaches for  doing  management  tasks  or  managing  our  way  of 
doing  business  in  a  better  way. 

I  think  what  I'd  like  to  offer  to  you  is  the  results  of  our  con- 
ferences over  this  next  weekend,  to  pinpoint  several  areas  that  we 
think  would  be  key  to  controlling  the  cost  of  Government. 

Ms.  Norton.  Well,  will  there  be  a  record  of  that  available  in  the 
near  term? 

Mr.  Styles.  Yes,  I  believe  so.  Fm  looking  right  at  my  executive 
director  to  make  certain. 

Ms.  Norton.  Because  if  you'd  like  to  make  it  available  to  us  as 
soon  as  possible,  it  might  be  useful  to  us  in  our  deliberation. 

Mr.  Styles.  Absolutely.  In  fact,  what  we're  doing  is,  we're  get- 
ting all  of  the  agencies  to  align,  have  their  meetings,  direct  them- 
selves exactly  to  provide  the  answers  to  the  questions  you're  ask- 
ing. 

Ms.  Norton.  We'll  appreciate  it,  and  if  we  have  it  in  time,  we'll 
make  it  a  part  of  the  hearing  record. 

Mr.  Styles.  Thank  you  very  much. 

Ms.  Norton.  Finally,  Mr.  Styles,  could  I  ask  you  which  of  the 
President's  proposals  do  you  find  most  or  least  objectionable? 

Mr.  Styles.  Least  objectionable,  I  think  we  can't  put  a  further 
burden  on  the  Federal  employee.  I  think  to  be  a  supervisor  of  em- 
ployees that  you  respect  and  wish  to  shov/  recognition  to — I  mean, 
even  when  it  comes  down  to  being  able  to  provide  recognition  in 
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the  way  of  bonus  or  anything  Uke  that,  you're  st3rinied  in  doing 
that.  So,  I  think  the  pay  area  should  be  left  the  way  it  is. 

Once  again,  my  favorite  is  to  implement  total  quality  leadership 
throughout  the  Federal  Government.  We  talk  about 

Ms.  Norton.  Listen,  Mr.  Styles,  that's  not  a  sacrifice.  I  want  to 
know,  because  we're  trying  literally  to  be  responsive  here,  which  of 
the  President's  proposals  you  find  most  or  least.  Unfortunately,  he 
hasn't  proposed  total  quality  management  yet. 

Mr.  Styles.  Well,  I  would  think  if  you're  talking  about  the  man- 
agement side  of  business,  I  think  that  looking  cold  and  hard  at  the 
efficiencies  of  our  management  as  it  stands  in  place,  and  address- 
ing whatever  reductions  would  be  necessary  in  that  regard.  I  think 
that  that  is  a  very  valid 

Ms.  Norton.  First  the  managers  before  employees? 

Mr.  Styles.  You  know,  when  you  say  managers  versus,  I 
think 

Ms.  Norton.  No,  I  said  first  to  then. 

Mr.  Styles.  Well,  I  think  that  since  we  control  the  business  of 
government,  it's  up  to  us  to  become  more  cost  effective  before  we 
start  to  blame  the  employee  for  not  being  cost  effective.  So,  I  would 
say  the  onus  was  upon  us  to,  in  fact,  ensure  that  we  were  doing 
business  in  the  most  effective  manner,  as  managers. 

Ms.  Norton.  Thank  you  very  much,  Mr.  Styles. 

Could  I  ask,  Ms.  Benson,  you  referred  in  your  testimony  to  past 
freezes,  reductions  and  delays  in  compensation  and  how  they  have 
had  an  effect  on,  for  example,  the  retirement  and  life  insurance 
benefits.  Do  you  know  of  any  calculations  that  have  been  made  as 
to  the  affect  of  past  freezes  and  reductions  on  other  benefits  such 
as  retirement  and  life  insurance  that  we  might  have? 

Ms.  Benson.  You  mean,  how  much  they  cost? 

Ms.  Norton.  Yes.  Calculations  to  give  us  some  idea  of  what  is 
the  unintended  effect  here  with  these 

Ms.  Benson.  I  don't  know  about  the  last  few  years'  cuts,  like  the 
3-year  annuity  rule,  et  cetera.  I  can't  remember  if  it  was  the  GAO 
or  the  Congressional  Budget  Office  not  long  ago — well,  it  was  a  few 
years  ago,  did  a  cost  calculation.  It  seemed  to  me  we  published  it 
in  our  newsletter  and  I  could  look  for  one  of  our  old  newsletters. 
But  this  wasn't  even  counting  any  recent  cuts  that  we've  suffered. 

Ms.  Norton.  Well,  any  indication  of  that  from  your  point  of  view 
would  be  useful  to  us  for  our  record. 

Ms.  Benson.  OK.  But  that  doesn't  take  into  account  like,  for  ex- 
ample, I'm  married  to  a  private  sector  person.  I  now  have  lost  the 
right  to  spousal  security  benefits,  which  someone  who  retired  a  few 
years  ago  was  entitled  to  receive.  So,  I  don't  get  spousal  benefits 
and  I  don't  get  survivor  benefits  from  Social  Security.  They  have 
lost  that  recently,  so  none  of  those  were  included  in  those  calcula- 
tions. I  can  get  you  the  old  calculations  for  the  old  benefits  we  lost. 

Ms.  Norton.  Thank  you,  Ms.  Benson. 

Did  I  understand  you  to  say  that  you  did  not  believe  that  there 
should  be  any  loss  in  pay  and  benefits  to  Federal  workers,  or  did 
I  mis-hear  you  on  that? 

Ms.  Benson.  No,  you  heard  me  correctly.  I  think  we've  already 
taken  far  too  many  hits.  I  think  that  we  should  be  paying  what 
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other  citizens  are  paying,  but  we  should  not  be  singled  out  as  Fed- 
eral employees  in  our  personal  pay  and  our  benefits  to  take  any 
more  hits.  As  I  say,  grade  15's  in  1990  were  40  percent  nationwide, 
behind  the  private  sector  and  I  don't  think  we  should  be  asked  to 
take  any  more  hits. 

Ms.  Norton.  Well,  I  find  this  very  interesting,  Ms.  Benson,  as 
you're  the  first  person  to  testify  to  indicate  that  you  believe  that 
despite  the  fact  that  Federal  employees  are  paid  100  percent  from 
taxpayer  funds  and  there  is  a  deficit  that  is  out  there  taking  from 
everybody,  that  you  don't  think  there's  any  contribution  that  Fed- 
eral employees  in  particular  should  make.  And  I  am  particularly 
interested  in  your  testimony  inasmuch  as  you  speak  of  people  who 
are  at  the  higher  end  of  the  scale. 

Ms.  Benson.  The  13's  to  15's.  Yes,  I  think  we've  already  taken 
our  cuts.  We  are  far  behind  the  private  sector  in  pay.  We,  as  Fed- 
eral employees,  don't  cause  the  deficit. 

As  a  matter  of  fact,  there  was  an  article — I've  gotten  a  lot  of  calls 
from  PMA  members  about  a  front  page  article  on  the  Sunday 
Washington  Post  about  some  30  States,  including  New  Hampshire, 
scamming  the  Federal  Government  and  increasing  the  deficit  be- 
cause of  a  loophole  in  the  law  whereby  these  states  got  rid  of  their 
deficit  with  Medicaid  money.  It  wasn't  even  used  for  Medicaid.  The 
article  said  the  loophole  was  largely  closed.  In  my  members,  it 
didn't  quite  come  up  the  way  you  asked  the  questions  about  our 
suggestions  for  change.  But  our  members  suggested  that  those 
States — somehow  the  formula  for  the  future  be  revamped  for  those 
States  that  took  advantage  of  this,  that  in  the  future  until  the 
amount  that  they  benefitted  is  paid  back  or  recouped  by  the  Fed- 
eral Government,  that  their  Medicaid  money  amounts  be  smaller. 

Now,  this  really  added  to  the  Federal  deficit,  and  there's  all  sorts 
of  subsidies  in  the  private  sector  that  we've  been  reading  about  and 
I'm  not  personally  knowledgeable  about,  that  seem  unfair  and  un- 
just and  should  be  stopped.  I  think  that's  what  we  should  be  con- 
centrating on. 

Ms.  Norton.  I  appreciate  your  view,  Ms.  Benson,  and  I  do  note 
that  Federal  employees  have  had  to  make  sacrifices  in  the  past.  I 
do  want  to  say  here  for  the  record,  I  do  not  think  it  is  credible  for 
us  to  go  back  to  the  President  of  the  United  States  and  say  "in 
light  of  the  fact  that  there  have  already  been,  in  past  years,  sac- 
rifices made,  that  Federal  Employees  should  make  no  sacrifice." 

I  think  one  of  the  first  things  he  would  say  to  us  is  "well,  there 
have  been  very  few  layoffs  in  the  Federal  Government  and  there 
are  nine  million  Americans  unemployed  today.  If  they  had  a  choice 
between  a  job  and  some  sacrifice,  they  wouldn't  find  that  a  hard 
choice  to  make." 

This  is  a  stable  employer.  This  is  an  emergency  situation,  and 
you  can  best  help  us — ^the  way  to  keep  things  from  being  imposed 
on  you  to  get  a  ligule  approach  in  an  emergency  situation  is  to  try 
to  advise  the  President  and  not  stonewall  him.  I  do  not  intend  to 
do  that  and  I  just  want  to  say  that  for  the  record. 

Ms.  Benson.  Well,  our  members  simply  aren't  willing  to  take  any 
more  pay  cuts.  We  think  that  if  pay  cuts  are  required,  that  there 
should  be  wage  freezes  in  the  private  sector. 

Ms.  Norton.  How  would  that  help  reduce  the  Federal  deficit? 
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Ms.  Benson.  How  does  it  reduce  the  Federal  deficit  to  take  the 
small  wage  cut  for  us  when  there's  so  many  other  things  that  can 
be  cut.  We  think  it 

Ms.  Norton.  How  would  freezing  wages  in  the  private  sector 
help  reduce  the  Federal  deficit?  Please  answer  my  question. 

Ms.  Benson.  I  don't  know.  But  they  have  been  imposed  in  the 
past  for  a  reason. 

Ms.  Norton.  Not  only  have  they  been  imposed  in  the  past,  we've 
seen  companies  that  never  had  a  layoff  in  their  history,  like  IBM, 
layoff  thousands  of  workers.  I'd  hate  to  see  25,000  workers  laid  off 
in  the  Federal  Government. 

I  do  not  think  that  it  is  possible  to  say  that  we  haven't  had  sac- 
rifices in  the  private  sector,  but  we  have  had  them  in  the  public 
sector.  There  are  awesome  sacrifices  in  the  private  sector.  I  rep- 
resent a  city  where  those  sacrifices  amount  to  no  jobs  for  a  whole 
generation  of  young  people,  to  huge  unemployment,  layoffs  in  the 
city  government  now  planned  by  my  mayor,  layoffs  that  she  had  al- 
ready done  a  year-and-a-half  ago. 

It  is  not  credible  for  the  Federal  worker  to  march  up  to  the 
White  House  and  say,  "we've  done  our  part  before  you  took  office 
and  we're  not  going  to  do  any  part  of  it  now."  It  is  not  credible  and 
particularly  is  it  not  credible  to  say  that  the  private  sector  hasn't 
felt  the  pain,  only  the  public  sector  has  felt  the  pain.  The  pain  in 
the  private  sector  is  horrible.  The  District  of  Columbia,  for  exam- 
ple, is  on  its  knees  now.  The  word  recovery  does  not  apply  to  us. 
Maryland,  the  State  of  Maryland  is  in  the  midst  of  the  most  ter- 
rible budget  crunch.  The  Governor  of  that  State  is  embarked  on  yet 
another  round  of  budget  cuts.  We  can  not  go  back  and  say,  "I'm 
sorry,  we  gave  at  the  office  before  you  took  office." 

Mrs.  MORELLA.  Now,  that's  a  tough  act  to  follow.  Although  that 
is  a  question  that  sometimes  is  posed  to  us  who  are  such  strong 
advocates  of  Federal  employees.  The  question  is,  well  now.  State 
employees  very  often  have  had  to  do  without  a  cost  of  living  in- 
crease or  whatever.  Of  course  we  point  out  the  years  where  the 
Federal  Government  has  not  had  those  increases  and  has  been  vic- 
timized. 

But  let  me  throw  out  a  suggestion.  I  didn't  ask  it  to  the  union 
representatives.  Would  it  be  better  to  ask  our  Federal  employees 
if  they  would  accept,  let's  say,  5  or  10  days  of  leave  without  pay 
during  1994,  during  a  1  year,  with  supervisory  permission?  I  say 
that  because  what  it  would  mean  is  that  the  salary  is  intact  for  the 
pension,  for  the  life  insurance  benefits,  for  the  FERS  program,  et 
cetera,  and  I  just  wonder  if  that  might  be  a  more  acceptable  sub- 
stitute. Not  that  I'm  advocating  any,  but  I'm  suggesting  that. 

Ms.  Benson.  That  would  be  more  acceptable  if  our  retirement 
were  not  hurt.  Those  members  who  are  close  to  retirement,  if  that 
wouldn't  be 

Mrs.  MORELLA.  They  would  not. 

Ms.  Benson.  Yes,  so  that  would  be  more  acceptable,  because  in 
the  end,  we'd  have  the  same  pay,  right? 

Mrs.  MoRELLA.  See,  they  would  be  able  to  be  the  same  pay,  so 
therefore,  the  retirement 

Ms.  Norton.  Leave  without  pay.  Those  days  would  be  without 
pay? 
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Ms.  Byrne.  We  looked  at  doing  this  at  the  State  level  in  Vir- 
ginia. It  does  affect  the  retirement  in  that  leave  without  pay  indi- 
cates that  you  don't  get  paid  for  those  10  days. 

Mrs.  MORELLA.  But  don't  you  still  have  the  same  base  pay? 

Ms.  Benson.  It  may  be  that  it  doesn't  have  to  be  counted. 

Ms.  Byrne.  And  that  is  subtracted  from  your  base  pay.  It's  lit- 
erally leave  without  pay.  And  so,  you  still  have  your  benefits.  We 
looked  at  it  as  an  alternative  to  laying  people  off  altogether. 

And  what  the  interesting  response  is — ^Ms.  Norton  may  know — 
in  Virginia,  we  had  our  problem  much  sooner  than  the  other  states 
and  we  had  a  $2.2  billion  shortfall  out  of  a  $13  billion  budget.  And 
we  cut  unmercifully  to  meet  that  budget.  When  we  asked  the  state 
workers  "would  you  rather  have  leave  without  pay  or  have  your 
pay  frozen,  or  would  you  have  layoffs?"  the  answer  was  the  freeze. 
That  it  was  better  to  have  a  job.  It  was  better  than  having  dimin- 
ished pay  to  know  that  you  could  count  on  the  pay  that  you  were 
having  and  have  some  kind  of  job  security. 

And  their  response  was  during  that  tremendous  budget  cut  is 
that  "we  don't  like  it.  We  don't  want  our  pay  frozen.  But  we  under- 
stand that  if  the  person  sitting  in  the  next  desk  to  me  is  going  to 
lose  their  job,  I  can  take  that." 

Ms.  Benson.  Well,  I  would  tell  you  that  bonuses  are  not  counted 
for  retirement  and  a  lot  of  our  members  are  very  concerned  about 
retirement.  It  would  be  preferable  to  have  a  certain  percentage  of 
bonuses  cut  rather  than  our  pay,  because  pay  affects  life  insurance 
and  pay  affects  our  benefits.  And  you  know  under  the  PMRS,  I'm 
not  thrilled  about  losing  bonuses.  It  hasn't  been  a  success.  People 
complain  that  the  benefits  and  the  bonuses  are  not  fair. 

So,  if  in  the  end  we  have  to  take  something,  I  would  say  start 
looking  at  the  bonuses  because  they're  not  counted  towards  retire- 
ment, they're  not  counted  towards  life  insurance,  and  nobody  is 
happy  with  them  an3rway. 

Ms.  Norton,  I  really  wonder  if  there  will  be  bonuses  in  1994. 

Ms.  Benson.  Pardon  me? 

Ms.  Norton.  I  just  can  not  imagine  that  there  will  be  bonuses 
in  1994. 

Ms.  Benson.  But  it  wasn't  cut.  It  wasn't  cut  in  here. 

Ms.  Norton.  This  committee  will  look  into  whether  or  not  it  is 
possible  for  any  worker — and  I  understand  the  importance  of  bo- 
nuses for  extraordinary  effort  and  that  some  people  make  that  ef- 
fort precisely  because  of  the  economic  incentives.  But  I  would  cer- 
tainly agree  with  you,  if  there  is  any  intention  to  give  bonuses  in 
1994. 

Ms.  Benson.  Well,  we  all  assumed  that  these  cuts  did  not  in- 
clude anything  to  do  with  bonuses.  That  they're  required  by  law, 
a  certain  percentage  of  payroll,  in  SES,  a  certain  percentage  of  pay- 
roll. 

Ms.  Norton.  I'm  told  that  it  doesn't  affect  merit  increases  and 
step  increases.  So,  it  may  well  be. 

Ms.  Benson.  That's  true.  But  no,  I'm  not  talking  about  merit  and 
step  increases.  I'm  talking  about  the  cash  bonuses  going  to  SES, 
PMRS,  and  now  the  GS,  cash  bonuses. 

Ms.  Norton.  Well,  so,  you're  saying  that  there  is  money  in  the 
budget  for  cash  bonuses? 
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Ms.  Benson.  Yes. 

Ms.  Norton.  Do  you  know  that? 

Ms.  Benson.  It  wasn't  cut. 

Ms.  Norton.  It  wasn't  on  the  Hst  of  cuts? 

Ms.  Benson.  It  wasn't  on  the  list  of  cuts. 

Ms.  Norton.  We'll  look  into  that  one. 

Ms.  Benson.  I  may  not  be  able  to  go  back  to  work  tomorrow. 

Mr.  Styles.  I  would  like  to  comment  about  the  leave  without 
pay.  I  happen  to  know  that  already,  throughout  the  Federal  Gov- 
ernment, different  agencies  are  making  use  of  leave  without  pay  as 
a  way  to  prevent  layoffs.  That  is  in  effect 

Mrs.  Morella.  Now,  you  mean? 


Mr.  Styles.  Yes,  ma'am.  And  I  think  that  certainly- 


Ms.  Norton.  Are  you  saying  that  this  is  being  done  on  a  vol- 
untary basis?  People  are  being  asked  if  the^d  like  to  take  some 
leave  without  pay?  Because  sometimes  people  do  like  to.  They  sim- 
ply have  things  they  want  to  do. 

Mr.  Styles.  Let  me  say  it  this  way.  I  know  that  at  my  own  agen- 
cy, in  fact,  it's  one  of  the  things  that's  being  explored  in  case — £ind 
in  fact,  I'll  use  a  term  that  most  people  haven't  heard.  It's  called 
a  silent  RIF. 

When  we  talk  about  area  pay  and  talk  about  pay  raises,  what 
happens  is  we  provide  a  certain  amount  of  money  to  an  agency  and 
they  have  to  manage  the  payroll,  if  you  will,  and  absorb  the  area 
pay  and  absorb  the  pay  raises.  So,  in  turn,  the  way  that  they  get 
to  give  certain  of  their  people  pay  raises  is,  they  have  to  reduce 
overall,  their  work  force. 

Now,  given  time,  as  we're  working  toward  mission  accomplish- 
ment, if  you  will,  people  are  trying  very  hard  to  make  horizontal 
cuts.  It's  almost  an  impossibility  to  make  horizontal  cuts  and  re- 
main effective.  So  then,  all  of  a  sudden,  you  have  to  cut  laterally 
and  your  mission  is  shrunk  a  bit. 

But  in  the  process,  what  we  have  looked  at,  quite  frankly,  is 
leave  without  pay  so  that  we  could  maintain  our  work  force  in  tact, 
be  able  to  complete  the  mission,  if  you  will,  and  at  the  same  time, 
manage  the  payroll  and  effectively  meet  the 

Yes,  ma'am? 

Mrs.  Morella.  Would  you  then  like  to  respond  about  the  effect 
on  retirement  for  the  Federal  Government:  it  may  be  different  than 
it  is  for  Virginia. 

Ms.  Benson.  I'm  not  sure.  This  would  have  to  be  checked.  I  don't 
think  a  few  days'  leave  without  pay  affects  our  retirement,  our 
health  insurance,  or  anything  else. 

Mr.  Styles.  It  doesn't  affect  it. 

Ms.  Benson.  If  it  doesn't,  that  would  be  the  most  desirable,  bo- 
nuses is  the  most  desirable. 

Mrs.  Morella.  Right.  So,  therefore,  that's  something  that  also 
could  be  pursued  as  a  possibility. 

Well,  let  me  try  something  that  one  of  my  constituents  sent  to 
me.  This  is  somebody  who  is  a  management  level  employee  at  IRS. 
"What  do  you  think  if  the  pay  freeze  were  abated  but  the  Federal 
employees  were  charged  a  surtax  of  two  percent" — ^you  can  always 
tell  it's  an  IRS  person,  can't  you?  "That  Federal  employees  were 
charged  a  surtax  of  2-percent?  This  would  keep  the  base  pay  in 
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tact,  the  thrift  contributions  and  contributions  toward  retirement 
at  a  higher  level  if  the  employees  were  contributing  the  percentage 
of  the  salary  and  it  would  probably  not  affect  the  lower  grades  as 
much  as  the  2-percent  freeze." 

A  little  complicated,  but  it  would  be  a  surtax  of  2  percent.  You're 
really  going  to  think  about  it? 

Ms.  Benson.  I  mean,  that  would  be  better  to  keep  our  salary  for 
retirement  purposes.  If  the  result,  financially,  ends  up  being  the 
same  on  your  actual  take-home  money 

Mrs.  MORELLA.  You  would  get  more  take-home,  actually.  It  might 
be  a  little  complicated  to  do,  but  maybe  it  wouldn't  be.  He  submits 
it  wouldn't  be. 

Ms.  Benson.  Well,  at  least  it  sustains  your  life  insurance  and 
your  retirement. 

Mrs.  MORELLA.  One  final  point,  Madam  Chair. 

Ms.  Norton.  OK. 

Mrs.  Morella.  I've  always  felt  there  was  the  range  to  spend  in 
agencies  at  the  end  of  the  fiscal  year.  Because  if  you  don't,  they're 
going  to  look  at  you  and  say,  "all  right,  then  we  can  cut  this  de- 
partment, or  this  agency's  budget  down." 

Years  ago,  we  passed  an  amendment  that  everybody  forgot  about 
which  said  something  to  the  effect  that  if  an  agency  had  excess  at 
the  end  of  the  fiscal  year,  that  a  percentage  would  go  back  to  the 
Treasury  and  a  percentage  could  be  used  for  recognition  within  the 
Department,  within  the  agency  for  bonuses,  whatever  you  want  to 
call  it.  But  it  has  not  been  used,  and  it  has  not  been  used,  quite 
frankly,  because  agencies  still  say,  "okay,  we  do  that  and  we're 
going  to  be  cut  the  next  time." 

Here's  another  possibility.  If  you  could  give  all  Federal  agencies 
multi-year  spending  authority  like  GSA  has,  this  would  be  one  of 
the  steps  toward  getting  rid  of  the  use-it-or-lose-it  concept  and  give 
yearly  awards  to  all  Federal  managers  who  could  achieve  their 
goals  with  less  funds  than  they  were  given.  The  funds  could  be  re- 
assigned to  the  agency  or  they  could  be  saved  under  a  multi-year 
budget  for  future  years.  Do  not  automatically  reduce  the  funding 
of  agencies  that  have  leftover  funds  unless  they  consistently  have 
over  20  percent  leftover.  And  again,  the  reward  system  is  built  into 
this. 

This  is  probably  not  a  brand  new  proposition.  Maybe  some  of  the 
facets  of  it  are,  but  I  wondered  about  your  response  to  that. 

Mr.  Styles.  Well,  for  one  thing,  I  think  that  we  should  always 
be  working  toward  cost  reduction.  There  is  a  fear  and  it's  so  incred- 
ible. It's  a  mind-set  in  the  Federal  sector  that  if  you  don't  spend 
your  money,  you're  not  going  to  get  enough  next  year. 

I  think  if  we  even  knew  that  hey,  we're  going  to  put  in  place 
every  savings  that  we  possibly  can,  and  knew  that  next  year,  pro- 
jected on  what  our  mission  was  to  be,  that  we  would  receive  appro- 
priate funds,  I  think,  in  my  heart,  the  money  should  be  going  to 
knock  down  the  deficit,  in  reality.  We  could  take  all  those  cost  effi- 
ciencies, turn  it  back  to  the  Treasury,  if  you  will,  knowing  that  we 
were  going  to  have  the  funds  necessary  in  the  next  year  and  in  the 
future  to  be  able  to  complete  the  mission  effectively. 

So,  I'm  for  changing  the  mind-set  saying,  "hey,  we're  not  going 
to  cut  your  funds  next  year.  Do  your  best  to  do  your  darn  jobs  as 
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managers,  so  that  we  can  turn  that  money  back  in  to  reduce  the 
deficit." 

Is  that  an  answer? 

Mrs.  MORELLA.  Again  though,  you're  going  to  need  some  kind  of 
a  threshold  cutoff.  Otherwise,  you  will  not  have  any  incentive  to  re- 
turn the  money  to  the  Treasury.  Find  a  percentage,  like  so 
much 

Mr.  Styles.  I  will  say  this,  and  Madam  Chair,  you  really  put 
forth  a  strong  message  and  I  appreciate  that  message. 

But  I  think  the  incentive  happens  to  be  saving  America,  keeping 
America  strong.  And  by  golly,  if  we're  not  doing  that  £is  managers 
and  supervisors  of  the  Federal  Grovemment,  then  we're  not  doing 
our  job  effectively.  What  we  need  is  the  guarantee  on  the  other  side 
that  says,  "you  will  be  funded  in  the  future  to  meet  the  mission." 
Not  at  a  reduced  level  because  you  did  the  job  with  that. 

Mrs.  MORELLA.  I  think  you  need  a  pat  on  the  job.  Everybody  does 
a  good  job  anyway  and  I  think  our  Federal  employees  all  do. 

Thank  you  both  very  much. 

Ms.  Norton.  Yes,  Mr.  Styles? 

Mr.  Styles.  I  did  have  two  points,  if  I  could,  that  were  men- 
tioned— I'll  say  them  very  quicldy — ^that  I  think  were  brought  out 
earlier. 

One  is  the  stopper  list  across  the  board.  There's  nothing  more 
galling,  I  think,  than  to  see  one  installation  close  on  one  side  of  the 
country  with  tremendously  talented,  skilled  individuals,  and  on  the 
other  side  of  the  country,  some  other  organization  opens  or  starts 
hiring. 

To  me,  if  you  want  to  talk  about  cost  savings,  train  personnel, 
dedicated  workers  within  the  Federal  Government.  That  happens 
to  be  an  asset  that  you  can't  buy.  It  takes  a  tremendous  amount 
of  time.  And  I'm  looking  right  out  here  at  my  coworkers  in  the 
FAA.  The  FAA  right  now  is  in  need  of  about  2,000  electronic  tech- 
nicians. Across  the  country — and  we'll  just  use  the  shipyards  again 
because  I'm  very  familiar  with  the  way  business  is  going  there — 
we  are  cutting  our  staff  tremendously  across  the  board  through 
RIFs. 

One  of  the  proposals  that  was  made  last  year  by  our  FAA  people 
was  this.  If  we're  in  the  hurt  locker,  if  you  will,  for  electronics  tech- 
nicians and  you're  getting  rid  of  them  or  pushing  them  out  of  the 
work  force  and  the  Navy,  why  in  the  world  aren't  we  communicat- 
ing a  little  bit  better  so  that  we  can  use — and  using  a  stopper  list, 
if  you  will,  or  some  kind  of  mechanism  that  takes  those  tremen- 
dously talented  individuals  and  moves  them  from  one  agency  to  an- 
other, you  know? 

Ms.  Norton.  I  just  can't  believe  the  shortage  we  have  in  that 
field,  that  an  even  halfway  bright  employer  would  try  to  recruit 
from  its  own  work  force  located  at  another  location. 

You're  saying  that  does  not  happen?  It  doesn't  even  happen  at 
the  discretion  of  those  who  need  them? 

Mr.  Styles.  The  agency — we're  talking  about  the  stopper  list  and 
how  it  doesn't  move  across  agencies.  It  stays  within 

Am  I  correct  in  this? 

Ms.  Norton.  Within  the  agency,  is  that 
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Mr.  Styles.  Oh,  within  the  agency,  it's  fine.  But  if  you  see  one 
agency  that's  reducing — and  this  is  the  point  that  I'm  making. 
Here  are  your  radar  technicians,  your  computer  technicians,  and  so 
on  and  so  forth.  Very  skilled,  and  it's  very  expensive  to  train  those 
types  of  individuals. 

Why  can't  we  go  across  the  agency  lines  with  that?  That  was  a 
point  that  I  thought  was  well  brought  up  earlier. 

Ms.  Norton.  Thank  you  both.  This,  very  frankly,  was  very  useful 
testimony  from  you  both.  I  appreciate  it. 

Moving  right  along,  and  we  have  Federal  employees  who  have 
been  waiting  for  some  time,  so  I  do  want  to  move  more  rapidly 
than  I  have.  I  keep  promising  that,  but  we  keep  hearing  quite  ex- 
cellent suggestions. 

Could  I  ask  Mr.  Charles  Carter  to  come  forward?  I  understand 
that  he  alone  will  be  speaking,  but  that  he  is  accompanied  by  two 
others,  Ms.  Judy  Park  and  Mr.  Al  Golato. 

For  the  record,  Mr.  Carter  is  the  president  of  the  National  Asso- 
ciation of  Retired  Federal  Employees,  and  Mr.  Al  Golato  is  the  na- 
tional vice  president. 

We  would  ask  you,  Mr.  Carter,  to  summarize  your  testimony  in 
5  minutes,  so  as  to  leave  maximum  time  for  the  members  to  ques- 
tion you. 

STATEMENT  OF  CHARLES  W.  CARTER,  PRESmENT,  NATIONAL 
ASSOCLVTION  OF  RETIRED  FEDERAL  EMPLOYEES,  ACCOM- 
PANIED BY  JUDY  PARK,  LEGISLATIVE  DIRECTOR;  AND  AL 
GOLATO,  VICE  PRESIDENT,  NATIONAL  ASSOCIATION  OF  RE- 
TIRED FEDERAL  EMPLOYEES 

Mr.  Carter.  Thank  you.  Madam  Chairman  and  members  of  the 
committee.  I'm  Charles  W.  Carter,  president  of  the  National  Asso- 
ciation of  Retired  Federal  Employees.  My  colleagues  to  my  left 
have  been  introduced  and  I  appreciate  that. 

I  appreciate  the  opportunity  to  be  here  before  you  today  and  ex- 
press our  concerns  of  proposals  in  President  Clinton's  economic 
package.  As  retirees,  for  us  to  remain  silent  would  give  consent  and 
we  don't  believe  that  we  can  give  consent  to  some  of  the  actions 
that  are  being  proposed,  not  only  for  retirees  but  for  active  Federal 
employees. 

Let  me  first  say  that  after  more  than  a  decade  of  annual  battles 
against  proposals  to  cut  the  COLA's  of  Federal  retirees  and  survi- 
vors, NARFE  is  heartened  by  the  fact  that  President  Clinton  has 
thus  far  adhered  to  the  principle  of  COLA  equity  for  all  of  the  Na- 
tion's retirees.  But  we  fully  oppose  his  call  for  freezing  the  pay  and 
rejecting  the  principles  of  pay  equity  for  today's  workers. 

I  am  stunned  that  the  same  administration  which  pledges  to  in- 
crease efforts  to  eliminate  waste,  fraud  and  abuse  in  government, 
proposes  to  cut  the  work  force  charged  with  the  mission  to  be  car- 
ried out.  NARFE  is  disappointed  that  the  new  administration  is  fol- 
lowing the  old  course  of  denying  its  own  employees  a  place  on  the 
road  to  economic  recovery  that  they're  being  asked  to  pave.  We 
stand  with  the  Federal  employees  and  their  organizations  in  urging 
compliance  with  current  laws,  not  defiant  of  past  promises. 

The  past  promises  of  the  Government  have  also  been  in  question 
with  several  other  recommendations.  We're  surprised  and  saddened 
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that  the  administration  which  correctly  touts  the  importance  of  re- 
sponsibility for  family  and  children  wants  to  reduce  the  benefits  of 
widows  and  children  in  its  own  staff  retirement  program.  The  ad- 
ministration seeks  to  save  $50  million  over  the  next  4  years  by 
amending  child  annuities  ages  under  the  civil  service  retirement 
service  and  the  Federal  employees'  retirement  system  to  conform 
with  social  security.  This  would  terminate  survivor  annuity  pay- 
ments to  children  of  deceased  Federal  workers  and  retirees  at  the 
age  of  18  or  19,  when  they're  currently  remaining  entitled  to  the 
annuity  to  age  22,  so  long  as  they  are  full-time  students.  There  are 
only  about  5,000  current  children  survivors  in  the  ages  of  19  to  22- 
year-old  category,  receiving  average  annuities  of  $282  a  month.  But 
that  monthly  income  can  mean  the  difference  of  being  able  to  con- 
tinue their  education  or  not.  Certainly,  this  proposal  is  not  part  of 
our  new  investment  in  the  future  policy. 

While  the  administration  advocates  reducing  child  survivor  bene- 
fits to  conform  with  social  security,  there  is  no  conformity  principle 
in  their  plan  to  revise  the  way  in  which  surviving  spouses  benefits 
would  be  determined.  NARFE  has  not  yet  been  able  to  clarify  just 
when  this  proposal  would  become  effective,  but  they  cite  a  savings 
that  seems  to  indicate  that  all  future  widows  £ind  widowers  would 
stand  to  lose  from  8  to  10  percent  of  their  survivor  annuities  their 
spouses  have  elected. 

And  when  the  retirees  made  their  irrevocable  survivor  elections, 
they  agreed  to  an  8  to  10  percent  reduction  in  their  own  annuities 
to  provide  their  spouses  with  survivor  benefits  based  on  earned  an- 
nuities. Now  it  seems  that  the  administration  views  the  contracts 
of  the  survivor  elections  as  applicable  only  to  retirees.  NARFE  be- 
lieves it  is  illegal  if  this  proposed  change  in  survivor  spouse  bene- 
fits applies  to  any  survivor  election  already  made. 

We  are  astonished  and  angered  that  the  new  family  conscious- 
ness of  the  administration  would  target  a  group  of  survivors — and 
we  would  like  to  indicate  that  99  percent  of  that  group  are  women 
that  would  be  involved  in  this  particular  cut,  and  they're  at  aver- 
age age  69.  It  means  they're  not  going  to  be  coming  back  into  the 
work  force — already  receiving  meager  incomes.  Statistics  show  that 
the  average  monthly  annuity  for  recent  spouses  on  the  survivor 
rolls  is  $840  a  month,  and  the  average  age  is  69.  So,  it  is  doubtful 
that  anyone  would  be  able  to  reenter  the  work  force  or  find  a  way 
to  supplement  the  money  they  would  have  lost  under  the  proposed 
formula. 

I  can  not  appear  before  you  today  without  voicing  NARFE's 
strong  opposition  to  any  possible  shifting  of  health  care  premium 
costs  to  enrollees  under  the  Federal  Employees  Health  Benefit  Pro- 
gram. As  many  in  the  private  sector  and  the  administration  itself 
which  looks  at  our  program  as  a  possible  model  for  a  new  national 
health  care  policy,  we  can  not  let  the  Grovemment  excuse  itself 
from  its  employer's  responsibility. 

Madam  Chairman,  as  we  review  the  full  scope  of  the  President's 
economic  recovery  plan  for  the  Nation,  Federal  retirees  stand  ready 
to  assume  their  fair  share  of  the  new  tax  increases  and  hasten  to 
remind  Congress  and  the  public  that  civil  service  annuities  have  al- 
ways been  subject  to  full  taxation.  NARFE  also  will  be  an  active 
participant  in  the  administration's  search  for  new  national  health 
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care  policies  to  ensure  that  basic  health  care  and  long-term  care 
are  available  and  affordable  for  Americans  of  all  ages. 

But  let  us  stand  on  the  road  to  economic  recovery  from  where  we 
are  now,  not  further  behind  than  we  already  are.  Again,  I  wish  to 
thank  you  and  members  of  the  committee  for  scheduling  this  early 
hearing.  I  shall  be  happy  to  answer  any  questions  you  may  have. 

Ms.  Norton.  Thank  you  very  much,  Mr.  Carter. 

[The  prepared  statement  of  Mr.  Carter  follows:] 

Prepared  Statement  of  Charles  W.  Carter,  President,  National  Association 
OF  Retired  Federal  Employees 

Madam  Chairwoman,  I  am  Charles  W.  Carter,  President  of  the  National  Associa- 
tion of  Retired  Federal  Employees  (NARFE).  I  greatly  appreciate  the  opportunity  to 
appear  before  you  today  on  behalf  of  NARFE's  half  a  million  members  to  express 
our  concerns  with  certain  proposals  in  President  Clinton's  economic  package. 

Let  me  first  of  all  say  that  after  more  than  a  decade  of  bitter  annual  battles 
against  administration  proposals  to  cut  and  curtail  the  COLAs  of  federal  retirees 
and  survivors,  NARFE  is  heartened  by  the  fact  that  President  Clinton  has  thus  far 
adhered  to  the  principle  of  COLA  equity  for  all  of  the  nation's  retirees.  But  even 
as  we  applaud  his  reluctance  to  deny  federal  annuitants  the  same  inflation  protec- 
tion guaranteed  social  security  recipients,  we  oppose  his  call  for  freezing  the  pay  of 
federal  employees  and  rejecting  the  principle  of  pay  equity  for  today's  workers. 

I  am  personally  stunned  that  the  same  administration  which  pledges  increased 
efforts  to  eliminate  waste,  fi-aud  and  abuse  in  Government  proposes  to  cut  the 
workforce  charged  with  canying  out  this  mission.  NARFE  is  very  disappointed  that 
the  new  administration  is  following  the  old  coxirse  of  denying  its  own  employees  a 
place  on  the  road  to  economic  recovery  that  they  are  being  asked  to  pave.  As  an 
organization  of  individuals  who  have  served  our  Government  in  good  faith,  we  have 
too  often  found  our  trust  tested  by  our  employer's  retreat  from  earlier  agreements. 
Today,  as  the  administration  proposes  to  backtrack  on  the  pay  equity  plan  of  the 
1990  Federal  Employees  Pay  Comparability  Act,  NARFE  stands  with  the  federal 
employees  and  their  representative  organizations  in  urging  compliance  with  current 
law,  not  defiance  of  past  promises. 

Past  promises  of  the  Government  as  ovu"  employer  have  also  been  called  into  ques- 
tion wifii  several  other  recommendations  for  change  set  forth  by  the  Clinton  Admin- 
istration. I  refer  specifically  to  proposals  for  reducing  future  benefits  of  surviving 
spouses  and  children  of  federal  employees  and  retirees.  We  are  surprised  and  sad- 
dened that  an  administration  which  correctly  touts  the  importance  of  responsibility 
for  families  and  children  can  initiate  plans  for  reducing  the  benefits  of  widows  and 
children  which  its  own  staff  retirement  program  has  historically  provided. 

According  to  the  current  economic  package,  the  administration  seeks  to  save  $50 
million  over  the  next  fotu*  years  by  amending  child  annuity  ages  under  the  Civil 
Service  Retirement  System  (CSRS)  and  the  Federal  Employee  Retirement  System 
(FERS)  to  conform  with  social  security.  Such  a  change  would  result  in  terminating 
survivor  annuity  payments  to  children  of  deceased  federal  workers  and  retirees  at 
age  18,  or  19  if  still  in  secondary  school,  when  under  current  law  these  orphaned 
children  remain  entitled  to  the  annuity  until  age  twenty-two  so  long  as  they  are  fiill 
time  students. 

Recent  statistics  indicate  that  there  are  only  about  5,000  current  child  survivors 
in  the  age  19-22  year  old  category  who  are  receiving  average  monthly  annuities  of 
$282.  This  is  not  a  large  group,  nor  is  there  a  great  amount  of  money  involved.  But 
the  fact  of  the  matter  is  that  of  those  who  would  be  affected  by  the  proposal  that 
monthly  stipend  can  mean  the  difference  between  being  able  to  continue  their  edu- 
cations or  not.  When  this  administration  is  advocating  new  spending  for  college  tui- 
tion grants  to  our  nation's  young  people,  how  do  they  justify  a  proposal  to  eliminate 
what  can  only  be  seen  as  educational  assistance  income  for  the  surviving  children 
of  their  own  former  employees?  Certainly  this  proposal  is  not  part  of  our  new  "in- 
vestment in  the  future"  policy. 

And  while  the  administration  advocates  reducing  child  survivor  benefits  to  "con- 
form with  social  security",  there  is  total  contradiction  of  this  conformity  principle 
in  their  recommendation  to  revise  the  way  in  which  surviving  spouse  benefits  would 
be  determined.  All  that  appears  to  be  behind  their  recommendation  to  base  future 
survivor  annuities  on  a  retiree's  reduced  annuity  instead  of  the  full  earned  annuity 
as  promised,  is  a  desire  to  score  a  quick  $350  million  savings  during  the  current 
four  year  term. 
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NARFE  has  not  yet  been  able  to  find  out  just  when  this  proposal  would  be  effec- 
tive, but  the  cited  savings  seem  to  indicate  that  all  future  widows  and  widowers 
woiUd  stand  to  lose  fi-om  8  to  10  percent  of  the  survivor  annuity  amount  their 
spouses  elected.  And  when  the  retiree  annuitants  made  their  irrevocable  survivor 
elections,  they  themselves  agreed  to  an  8  to  10  percent  reduction  in  their  own  annu- 
ities to  provide  their  spouses  with  survivor  benefits  based  on  the  earned  annuity. 
Indeed,  even  those  retirees  who  earUer  elected  the  lump  sum  alternative  annuitv 
pajTnent  were  assured  that  their  survivors'  benefits  would  be  based  on  the  fiill 
earned  annuity. 

Now  it  appears  that  the  administration  views  the  irrevocabiUty  of  its  employees' 
survivor  elections  as  appUcable  only  to  the  retirees.  If  this  proposed  change  in  the 
base  for  computing  surviving  spouse  benefits  applies  to  any  survivor  elections  al- 
ready made,  we  must  insist  that  each  affected  annuitant  be  given  a  new  election 
opportunity.  It  is  inherently  unfair,  and  we  believe  illegal,  for  the  Government  to 
cancel  or  revise  its  side  of  an  elected  benefit  without  allowing  the  purchaser  the 
right  to  do  likewise. 

Here  again  NARFE  can  only  be  astounded,  as  well  as  angered,  that  a  new  "family 
conscious  administration  would  target  a  group  consisting  primarily  of  elderly 
women  for  cuts  in  already  meager  incomes.  As  recently  as  eighteen  months  ago,  offi- 
cial statistics  showed  that  the  average  monthly  annuity  for  widows  added  to  the 
survivor  rolls  that  year  was  $840.  The  average  age  of  these  women  when  their  siir- 
vivor  benefits  commence  is  69,  so  it  is  doubtful  that  many  of  them  would  be  able 
to  reenter  the  work  force  or  find  other  ways  to  supplement  the  $67  to  $84  per  month 
they  would  have  lost  had  their  annuities  been  computed  on  the  proposed  formula. 

I  cannot  appear  before  you  today.  Madam  Chairwoman,  without  voicing  for  the 
record  NARFE's  strong  opposition  to  any  possible  shifting  of  health  care  premium 
costs  to  enrollees  under  the  Federal  Employees  Health  Benefits  Program  (FEHBP). 
If  savings  are  to  be  made  in  the  FEHBP,  we  must  insist  that  they  be  made  first 
in  the  area  of  improved  program  administration  as  outlined  by  GAO,  and  that  the 
size  of  this  largest  of  all  group  insurance  program  be  put  to  use  to  bargain  with 
carriers  for  better  rates  on  behalf  of  both  enrollees  and  the  Government  employer. 
As  many  in  the  private  sector  and  in  the  administration  itself  look  to  the  FEHBP 
as  a  possible  model  for  a  new  national  health  care  policy,  we  cannot  again  let  the 
Government  excuse  itself  from  its  employer  responsibilities  while  caUing  on  others 
to  do  more. 

Madam  Chairwoman,  we  know  that  a  review  of  program  and  benefit  cuts  of  the 
past  twelve  years  will  prove  that  federal  workers  and  annuitants  have  already 
borne  a  tremendous  share  of  savings  in  the  name  of  deficit  reduction.  Now,  as  we 
review  the  full  scope  of  the  President's  economic  recovery  plan  for  the  nation,  fed- 
eral retirees  stand  ready  to  assume  their  fair  share  of  new  tax  increases,  and  hasten 
to  remind  the  Congress  and  the  public  that  civil  service  annuities  have  always  been 
subject  to  fiill  taxation. 

NARFE  also  pledges  to  remain  an  active  participant  in  the  Administration's 
search  for  a  new  national  health  care  poUcy  to  assure  that  basic  health  and  long 
term  care  are  available  and  affordable  for  Americans  of  all  ages  in  both  the  public 
and  private  sectors.  But  let  us  start  on  the  road  to  economic  recovery  from  where 
we  are  now,  not  further  behind  than  we  already  are. 

Again,  I  thank  you  and  Congresswoman  Morella  for  scheduling  these  early  hear- 
ings on  issues  affecting  the  income  security,  health,  and  welfare  of  federal  workers 
and  retirees.  We  look  forward  to  working  with  you  and  aU  of  your  colleagues  in  the 
days  and  months  ahead.  I  shall  be  happy  to  answer  any  questions  you  may  have. 

Ms.  Norton.  Let  me  ask  you  concerning  your  view  that  the  ter- 
minating of  some  child  survivor  benefits  would  have  an  especially 
detrimental  effect,  for  example,  on  the  ability  of  these  children  to 
remain  in  school. 

I  want  to  know  whether  you  have  any  information  or  data  on  the 
characteristics  of  these  children?  For  example,  do  they  survive  em- 
ployees who  were  pretty  evenly  spread  across  the  work  force  in 
terms  of  their  own  economic  status?  Would  such  children  have  ac- 
cess to  other  sources  of  financial  aid? 

Mr.  Carter.  They  may  very  well  qualify  for  some  other  form  of 
aid — in  the  category  of  income  that  they  had  for  some  other  aid. 
But  they  shouldn't  be  receiving  duplicate  aid.  We  don't  think  that 
would  happen  or  is  happening  today. 


56 

Ms.  Norton.  You  indicate  that  the  average  widow  of  a  Federal 
retiree  received  a  survivor  benefit  of  $840  per  month.  Do  you  have 
any  comparison  with  survivor  annuities  in  the  private  sector?  How 
does  that  amount  compare  with  the  amount  received  in  the  private 
sector? 

Mr.  Carter.  I'd  Hke  to  refer  that  to  my  legislative  director,  if  I 
may. 

Ms.  Norton.  Thank  you. 

Ms.  Park.  The  $840  average  monthly  annuity  is  for  the  new  wid- 
ows that  were  just  added  to  the  retirement  rolls  in  1991.  The  aver- 
age overall  is  lower  than  that.  It's  about  $695  a  month  for  all  those 
on  the  rolls.  That  is  slightly  more,  very  slightly  more  than  the  av- 
erage survivor  benefit  with  Social  Security.  Now,  when  you  say  pri- 
vate sector,  it  would  assumably  be  that  Social  Security  base  and 
perhaps  more,  but  we're  not  sure  when  you  look  at  the  whole  pat- 
tern. 

Ms.  Norton.  Thank  you.  Does  the  average  widow  of  a  Federal 
retiree  have  any  other  source  of  income? 

Mr.  Carter.  In  some  cases,  no,  they  are  solely  dependent 
upon 

Ms.  Norton.  That's  v/hy  I  said  average. 

Mr.  Carter.  Yes.  They  have  not  earned  any  rights  to  Social  Se- 
curity. This  is  an  age  group  today  where  they  didn't  have  the  two 
working  people  in  the  family  £ind  the  spouses  usually  stayed  home 
and  the  husband  was  the  so-called  bread  winner.  So,  they  didn't 
earn  any  rights  to  benefits  and  they  didn't  earn  any  rights  to  Social 
Security.  That,  in  many  cases,  is  their  sole  source  of  income.  Some 
are  so  devastated  they  have  difficulty  even  pa3dng  for  their  health 
benefits.  Some  of  them  now  have — ^you  just  recently  enacted  some 
legislation  to  allow  them  to  add  to  it  because  their  annuities  are 
insufficient  to  pay  their  health  benefits.  Some  of  them  are  that  low 
on  the  totem  poles. 

Ms.  Norton.  You  perhaps  have  heard  those  who  preceded  you 
describe  the  cuts  and  delays  in  compensation  and  benefits  that  ac- 
tive employees  have  taken  over  the  past  several  years.  Have  retir- 
ees or  widows  borne  such  program  and  benefit  cuts  as  well? 

Mr.  Carter.  Yes,  we  have.  We've  had  freezes,  we've  had  delays, 
we've  had  all  the  same  things  that  have  impacted  the  active  Fed- 
eral employees.  Madam  Chair,  I'd  like  to  say  that  we  as  retirees, 
nobody  ever  asks  us  what  do  we  do  with  our  money 

Mrs.  MORELLA.  What  do  you  do  with  your  money? 

Mr.  Carter.  We  create  jobs  with  our  money.  We  keep  a  lot  of 
grocery  stores  open,  we  keep  a  lot  of  gasoline  stations  open,  we  pay 
taxes  in  our  communities  and  keep  schools  where  we  don't  even 
have  children  still  going.  We  are  literally  in  some  communities  and 
States  an  industry  because  of  the  income  that  comes  in  from  our 
retirements  and  we  spend  them  in  the  community.  We  don't  occupy 
the  jails,  we're  not  on  the  welfare  rolls,  we  make  an  asset  to  that 
community.  I  think  we  ought  to  be  recognized  for  that,  that  we  are 
an  industry  and  we  do  create  with  our  salaries  going  back  into  the 
public  and  back  to  the  taxpayers  of  this  country.  We  don't  sit  and 
bank  it. 

Ms.  Norton.  You  dispose  of  your  income  into  the  economy. 
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Mr.  Carter.  Into  the  economy.  We  don't  have  enough  to  put 
aside  in  most  cases. 

Ms.  Norton.  Yes.  I  think  that  point. 

Finally,  let  me  ask  you,  looking  at  the  President's  entire  Federal 
employee  benefit  and  wage  reduction  package  for  retirees  and  for 
active  workers,  which  of  those  do  you  find  most  or  least  objection- 
able? 

Mr.  Carter.  Well,  I  think  the  one  that  we  find  the  least  objec- 
tionable would  be  the  lump  sum  payment  issue.  I  think  you  ought 
to  go  back  through  your  recovery  plan  and  just  give  them  back 
their  money  and  stop  playing  games  with  the  retirees'  money  in 
that  case.  But  that's  the  least  objectionable. 

But  the  one  we  have  the  real  problem  with  is  increase  in  health 
care  costs.  You  give  us  a  2  or  3  percent  increase  in  our  annuities 
and  then  you  give  us  a  10  or  12  and  13  percent  increase  in  health 
care.  In  many  cases  you've  wiped  out  every  gain  we've  had.  So, 
something  has  to  be  done  about  health  care  costs  and  we  would  ask 
you  to  look  at  that.  It's  inexcusable,  the  rates  that  Uncle  Sam  is 
pa3dng,  with  their  contribution  and  our  contribution,  Blue  Cross/ 
Blue  Shield  for  a  family  is  well  over  $800  a  month  with  the  Gov- 
ernment's contribution.  I  think  that's  about  the  current  figure.  I 
may  be  just  a  little  off  a  few  dollars.  But  where  in  the  world  is  any- 
body paying  $800  a  month  for  a  family  plan  and  still  not  getting 
100  percent  coverage?  Only  the  Federal  sector  is  subject  to  that. 
Something  is  wrong. 

If  it  was  in  the  private  sector,  I'm  sure  if  we're  shelling  out  $800 
a  month  we'd  have  100  percent  coverage.  We're  still  not  entitled  to 
dental  care  in  many  of  our  plans.  We're  not  entitled  to  vision  care 
in  many  of  our  plans  and  there's  many  deductibles  in  the  plan.  So, 
somebody  needs  to  approach  that  and  we  need  to  get  our  dollar's 
worth  out  of  that  and  stop  this  here  increase  that's  going  on  with- 
out real  justification. 

Ms.  Norton.  Yes,  sir? 

Mr.  GOLATO.  I'd  like  to  comment  on  something.  We  have  here  a 
group  of  mostly  employees.  I  think  we  ought  to  keep  in  mind  that 
when  we  talk  about  our  group,  it  is  of  another  generation — retirees. 
I  remember  something  that  Kennedy  said  when  he  ran  for  Presi- 
dent, "Remember,  age  is  not  something  separate  and  different,  it's 
just  us  now  and  you  tomorrow."  I  think  that's  important  to  keep 
in  mind  because  of  this.  We  keep  hearing  so  much  about  entitle- 
ments, entitlements,  we've  got  to  cut  entitlements.  The  fact  is  that 
entitlement  covers  a  great  deal  of  topics.  When  it  comes  to  retirees, 
entitlements  really  are  earned,  work-related,  deferred  compensa- 
tion types  of  payments.  They  are  not  Government  favors,  gifts  or 
grants.  I  think  that  distinction  should  be  made.  As  a  matter  of  fact, 
I  made  it  once  with  a  long-time  Senator  and  he  said  that  he  was 
surprised  to  hear  that  distinction. 

People  out  here  who  are  working  for  a  salary  now,  part  of  that 
package  is  the  different  kinds  of  benefits  that  go  with  it,  retirement 
benefits,  health  care  and,  of  course,  their  annuity.  We've  got  to 
keep  that  in  mind  when  thinking  of  a  compensation  package  so 
that  when  the  retirees  do,  in  fact,  retire  and  start  getting  this  de- 
ferred compensation,  we  should  not  look  at  that  compensation  as 
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being  anything  but  a  Government  obligation  for  past  services  ren- 
dered. 

Mr.  Carter.  Madam  Chairman,  I'd  Uke  to  add  to  that.  We  have 
a  retirement  system  which  we  paid  into  and  is  solvent.  I  have  dif- 
ficulties understanding — after  we  paid  our  bills  in  1991,  and  this 
is  OPM's  figures,  we  had  approximately  $15  billion  surplus  in  our 
system  and  we've  had  a  generated  surplus  for  the  last  10  years  in 
the  neighborhood  of  an5rwhere  from  $15  billion  to  $20  billion.  Any 
industry  who  is  making  those  types  of  surpluses  with  their  invest- 
ments certainly  should  be  entitled  to  some  of  the  return. 

So,  we're  not  begging  for  anything.  We're  not  asking  you  to  give 
us  anything  that's  not  ours  and  that  we  haven't  esimed.  So,  I  have 
difficulty  when  you  have  a  solvent  system  and  over  $400  million  of 
the  unfunded  liability,  why  can't  we  benefit  from  it?  Why  would 
anything  think  about  asking  Federal  employees  who  are  currently 
working  to  pay  another  2  percent  to  that  system  when  it's  already 
generating  a  $15  billion  surplus?  I  have  difficulties  understanding 
it. 

I'd  like  to  add  one  other  thing  for  the  active  workers  out  there. 
If  you  would  just  hire  some  more  employees  in  the  VA  hospital,  you 
could  reduce  stays  in  the  hospital,  thus  reducing  costs.  If  you  just 
hire  some  more  IRS  agents  to  go  out  there  and  get  the  tax  evaders, 
you  could  get  some  money  into  the  system.  And  if  you  hire  some 
people  in  Social  Security,  you  could  put  some  end  to  waste  and 
abuse  there.  But  do  me  a  favor.  Madam  Chairman,  don't  send 
somebody  like  Peter  Grace  to  investigate  us  when  he  spends  more 
taxes — pays  more  taxes  to  Qaddafi  than  he  does  to  the  United 
States  and  takes  his  profits  overseas.  Give  us  somebody  that's 
going  to  buy  American  and  be  American. 

Ms.  Norton.  Thank  you,  Mr.  Carter. 

Mrs.  Morella. 

Mrs.  Morella.  Thank  you.  Try  to  beat  that.  You  always  put  me 
on  the  spot.  Madam  Chair. 

Actually,  I  do  want  to  thank  NARFE  for  being  here.  Thank  you, 
Mr.  Carter.  We  work  very  well  in  our  office  with  Ms.  Park  and  Mr. 
Golato  who  is  from  Maryland.  He  bugs  me  all  the  time.  And  I  have 
many,  many  chapters  of  NARFE  in  the  district  I'm  honored  to  rep- 
resent. So,  I'm  pleased  that  you're  here  and  I'm  pleased  that  you're 
standing  up  for  the  current  Federal — ^the  active  federal  employees 
because  I  think  that's  important.  In  "Everything  I  Ever  Wanted  to 
Learn  About  Life  I  Learned  in  Kindergarten,"  one  of  the  maxims 
is,  "And  so,  when  you  go  out  into  the  world,  watch  out  for  traffic, 
hold  hands  and  stick  together,"  and  I  think  that's  a  motto  for  all 
Federal  employees  and  retirees  to  remember. 

I  guess  you've  said  already  that  health  care  is  your  greatest  con- 
cern. Fm  also  disturbed  about  the  fact  that  survivors  annuities  for 
children,  the  current  child  survivors  that  you  mentioned,  ages  19 
to  22,  is  going  to  change.  At  the  same  time  you've  got  a  national 
service  program  that's  going  to  be  started  which  is  going  to  ulti- 
mately, if  it  goes  beyond  demonstration  programs,  be  very,  very  ex- 
pensive. And,  I'm  concerned  about  the  change  in  the  formula  for 
survivors  annuities. 

I  have  written  to  President  Clinton  to  clarify  the  proposal,  to 
have  the  survivor's  annuities  based  on  the  retiree's  reduced  annu- 
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ity,  I'm  not  sure  whether  it's  going  to  apply  to  those  who  may  se- 
lect the  survivor's  annuity  or  those  who  already  have  done  it.  I 
think  that's  the  concern  you  also  voice  here  in  terms  of  what 
should  be  done. 

Mr.  Carter.  That's  right. 

Mrs.  MORELLA.  I  don't  really  think  I  have  any  questions  to  ask 
you.  I  think  that  you  have  listened  to  the  people  who  have  pre- 
ceded you,  are  probably  in  agreement  that  there  maybe  some  other 
reductions  we  could  take  by  tightening  our  belts  in  some  way,  but 
that  this  is  not  the  way  to  go.  In  terms  of  the  pay  comparability, 
I  suppose — ^you  haven't  mentioned  that,  but  I  imagine  that  you 
think  that  that  would  be  about  time  even  if  it  would  be  for  the  ac- 
tive employees. 

So,  are  there  any  other  comments  you  wanted  to  make? 

Mr.  Carter.  Yes.  Pay  comparability  is  long  overdue.  I've  been  in 
the  work  force  for  40  years  and  I've  still  been  waiting  for  us.  So, 
I'd  say  it  is  long  overdue.  We  do  represent — any  Federal  employee 
who  has  5  years  into  the  system  becomes  invested.  So,  we  do  have 
a  very  special  interest  in  active  employees  as  well  as  retirees.  But 
we'll  do  our  fair  share  and  continue  to  do  our  share  and  we  think 
we  can  help.  Again,  remember  that  we  do — what  you  cut  from  us 
or  refuse  to  give  to  us  and  have  in  the  past  has  affected  the  econ- 
omy in  some  States  because  we're  very  much  an  industry  in  many, 
many  States  and  many  States  are  even  recruiting  us  to  come  in 
there  and  live  with  them  so  they  can  have  the  benefit  of  our  in- 
come. So,  we  do  put  the  money  back  into  this  country. 

Mrs.  Morella.  Right.  I  wondered  if  you've  done  any  computation 
of  what  the  pay  freeze  might  mean  in  the  reduction  in  the  pension 
or  the  annuity  for  the  Federal  employees. 

Mr.  Carter.  We  have  and  I'll  see  that  we  get  them  sent  over  to 
you. 

Mrs.  Morella.  That  might  be  a  good  thing  for  us  to  have. 

Mr.  Golato,  did  you  want  to  make  a  final  comment  and  then  Ms. 
Park?  It's  a  pleasure  to  see  you. 

Mr.  Golato.  I  just  wanted  to  say  that  as  employees  and  Federal 
retirees,  we  want  to  be  sure  that  we  don't  lose  the  connection  that 
we  have.  So,  often  times  we  take  positions  for  the  employees  simply 
because  we  know  that  their  compensation  package,  because  their 
pay  has  always  been  lower  than  the  prevailing  wages  or  salaries 
existing  in  private  industry,  the  so-called  rich  annuities  that  we 
get,  which  are  not  so,  but  that  is  part  of  deferred  compensation.  I 
want  to  make  that  point.  I  made  it  before.  It's  deferred  compensa- 
tion for  services  rendered  in  the  past  and  it  should  not  be  consid- 
ered whenever  you're  thinking  of  cutting  entitlements  as  you  would 
for  subsidies  and  social  programs  and  things  of  that  sort.  It's  got 
to  be  considered  separate  and  distinct. 

Ms.  Norton.  Thank  you  very  much. 

Mrs.  Morella.  Thank  you  all  very  much. 

Ms.  Norton.  Ms.  Byrne. 

Ms.  Byrne.  In  order  to  stay  on  our  schedule,  I  just  want  to  thank 
NARFE  people.  Good  to  see  you  again.  I  have  no  questions  at  this 
time. 

Ms.  Norton.  Thank  you  very  much. 
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Mrs.  MORELLA.  Madam  Chair,  I  notice  standing  up  there  against 
the  wall 

Ms.  Norton.  I'm  going  to  recognize  him,  if  you  allow  me  to  do 
so.  But  I  can  let  you  do  so  too  for  your  fellow  Marylander  who  we 
have  invited  to  come  up.  He's  not  a  member  of  this  panel,  but  he 
is  a  very  good  friend  and  is  deeply  concerned  about  the  treatment 
of  Federal  employees  that  live  in  his  Prince  George's  County  dis- 
trict and  I'd  just  like  to  thank  Representative  Al  Wynn  for  attend- 
ing this  hearing  and  to  note  his  presence  here  and  to  note  his  own 
sacrifice.  Instead  of  coming  to  testify  himself,  he  has  said  that  he 
has  come  to  hear  what  Federal  employees  have  to  say  and  he's  ar- 
rived on  time  to  do  that.  So,  we  appreciate  your  being  here. 

My  Ranking  Member,  I  know,  would  like  to  greet  you  from  her 
hometown, 

Mrs.  MORELLA.  This  is  the  gentleman  who  won  a  sweeping  elec- 
tion, took  some  of  my  old  district  with  him,  which  has  a  lot  of  Fed- 
eral employees.  But  the  rest  of  his  district  also  has  a  lot  of  Federal 
employees  and  he  has  become  very  adept  at  learning  the  Federal 
employee  issues  very  quickly  and  has  shown  a  tremendous  amount 
of  conscientiousness  and  it's  a  pleasure  to  have  him  come  here  and 
to  listen  to  the  statements.  We've  discussed  some  of  these  issues 
before  and  so,  it's  great  to  see  you,  Al. 

Maybe  he  would  like  to  come  and  sit  here. 

Ms.  Norton.  I've  already  invited  him.  He  said  he'd  prefer  to  hear 
from  his  own  employees.  He's  always  welcome. 

Thank  you  very  much. 

Now,  I  apologize  to  the  Federal  employees  that  we've  delayed  in 
getting  to  them.  We're  going  to  hear  from  them  all.  Could  I  ask  the 
first  panel  to  come?  Mr.  Ronald  Stem  of  Maryland,  Ms.  Lisabeth 
Chandler  of  Virginia,  Mr.  Peter  Langer  of  Virginia,  Mr.  Bruce  Tay- 
lor of  Virginia,  and  Mr.  Randolph  Clarke  of  the  District  of  Colum- 
bia. 

STATEMENTS  OF  PANEL  1:  RONALD  STERN  OF  MARYLAND; 
LISABETH  CHANDLER  OF  VIRGINIA;  PETER  LANGER  OF  VIR- 
GINIA; BRUCE  TAYLOR  OF  VIRGINIA;  AND  RANDOLPH 
CLARKE  OF  THE  DISTRICT  OF  COLUMBIA 

Ms.  Norton.  I  apologize  that  you've  been  delayed.  I  think  you 
will  understand  that  it  was  our  obligation  to  hear  from  those  who 
represent  thousands  and  thousands  of  workers  to  get  the  best 
sense  of  the  cross  section  of  opinion  from  them.  At  the  same  time, 
this  committee  has  taken  the  unusual  action  of  asking  people 
whether  they  belong  to  a  union  or  not,  if  they  are  a  Federal  em- 
ployee, to  come  forward  so  that  we  can  get  some  personal  sense 
and  so  that  we  can  ask  you  the  same  tough  questions  we  asked  the 
union  leaders  and  employee  organizations  as  well,  which  is,  "Well, 
if  not  this,  what?" 

We  very  much  appreciate  your  being  willing  to  come  and  to  stay. 

Now,  because  seated  out  there  are  many  others  like  you  who 
have  been  waiting  a  long  time,  I  would  ask  you  to  speak  for  under 
3  minutes.  Most  of  this  time  is  simply  going  to  be  devoted  to  hear- 
ing from  you.  If  you  will  incorporate  in  what  you  say  what  you  find 
most  or  least  objectionable,  then  you  will  reduce  greatly  the  ques- 
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tions  that  we  ourselves  will  have  to  ask  you,  having  already  heard 
from  the  employee  representatives.  Thank  you. 

We'll  start  with  Mr.  Stem. 

Mr.  Stern.  Thank  you,  Madam  Chairman. 

By  the  way,  I  do  represent  a  union.  I  am  an  employee  represent- 
ative. I  represent  approximately  2,000  scientists,  engineers  and 
lawyers  at  the  U.S.  Patent  and  Trademark  Office  in  the  Depart- 
ment of  Commerce.  The  organization  Fm  President  of  is  the  Patent 
Office  Professional  Association. 

The  members  of  our  association  say  it's  time  for  a  change.  Fed- 
eral employees  have  made  enough  sacrifices  already  and  I  know 
from  the  prior  testimony  you  perhaps  need  a  definition  of  what  we 
mean  by  sacrifice.  When  we  talk  about  fairness  in  paying  Federal 
employees,  what  we  really  mean  is  comparability.  If  someone  who 
is  a  patent  attorney  worlung  for  private  industry  gets  a  particular 
wage  and  we  have  patent  attorneys  working  for  the  Federal  Gov- 
ernment, we  believe  that  that  patent  attorney  working  for  the  Fed- 
eral Government  ought  to  get  the  same  wage.  So,  what  we  mean 
by  comparability,  what  we  mean  by  sacrifice  is  a  wage  below  com- 
parability. 

Frankly,  in  the  1970's,  Federal  employees  started  from  the  status 
of  comparability.  However,  during  the  past  15  years  or  so,  employ- 
ees have  been  dishonored  in  many  ways,  principally  in  the  pay 
area,  by  a  steady  erosion  of  both  pay  and  benefits.  What  I'd  like 
to  do  is  make  it  specific  to  the  Patent  Office  and  I've  attached  to 
my  testimony  a  salary  survey  that  was  done  by  the  American  Intel- 
lectual Property  Law  Association.  What  that  shows  is  that  the  av- 
erage of  all  lawyers  in  private  practice  working  in  the  intellectual 
property  area  in  1990  earned  approximately  $121,000  a  year.  The 
experienced  patent  examiner  that  I  represent  working  for  the  Gov- 
ernment, which  is  working  approximately  at  the  GS-14  level,  earns 
only  about  $60,000  a  year.  I  would  say  those  are  comparable  posi- 
tions, but  of  course  the  salary  is  not  comparable. 

I  think  Federal  employees  are  willing  to  bear  their  fair  share  of 
the  deficit  reduction  burden.  I'm  sure  that  my  members  will  proud- 
ly pay  whatever  energy  taxes,  income  taxes  and  user  fees  are  re- 
quired of  the  rest  of  the  population,  but  not  more.  Singling  us  out 
as  Federal  employees  is  not  fair  and  not  right. 

I  want  to  give  you  one  example.  A  $20,000  a  year  Federal  em- 
ployee is  expected  to  pay  under  this  economic  proposal  of  the  Presi- 
dent more  money  than  a  $200,000  a  year  private  sector  family. 
That's  just  not  right.  What  have  we  done  as  Federal  employees  to 
deserve  such  dishonor? 

I  say  it's  time  for  a  change.  I  say  it's  time  to  honor  Federal  em- 
ployment in  a  tangible  way  and  that  means  fairness  and  fairness 
means  equal  pay  for  equal  work.  The  goal  should  be  to  pay  Federal 
employees  the  same  as  those  doing  equal  work  in  the  private  sec- 
tor. 

Most  of  the  Patent  Office  professionals  that  we  represent  be- 
lieve  

Ms.  Norton.  Mr.  Stem,  keep  your  statement  to  3  minutes.  We 
have  several  panels  after  you. 

Mr.  Stern.  Two  more  sentences.  Most  of  the  Patent  Office  pro- 
fessionals that  we  represent  believe  that  the  1990  pay  reform  legis- 
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lation  was  a  solemn  promise  to  achieve  comparability,  even  though 
it  was  slow.  We  request  that  the  Government  not  break  that  prom- 
ise and  not  dishonor  the  careers  of  so  many  dedicated  civil  servants 
with  ingratitude. 

Ms.  Norton.  Thank  you  very  much,  Mr.  Stem. 

[The  prepared  statement  of  Mr.  Stem  follows:] 

Prepared  Statement  of  Ronalx)  Stern 

The  Patent  Office  Professional  Association  represents  approximately  2,000  sci- 
entists, engineers  and  lawyers  at  the  United  States  Patent  and  Trademark  Office 
in  the  Department  of  Commerce. 

The  members  of  our  Association  say:  It's  time  for  a  change.  Federal  employees 
have  made  enough  sacrifices  already.  Starting  from  a  status  of  pay  comparability 
under  the  Ford  Administration,  Federal  employees'  loyalty  and  patriotism  have  been 
exploited  by  a  steady  erosion  of  pay  and  benefits. 

For  the  experienced  scientists,  engineers  and  lawyers  we  represent,  pay  is  esti- 
mated to  be  at  least  30-40  percent  below  our  private-sector  counterparts  according 
to  government  figures.  By  the  American  Intellectual  Property  Law  Association's 
1991  "Economic  Siu^ey,"  median  pay  for  private-sector  patent  attorneys  is  double 
the  pay  of  experienced  patent  examiners. 

Benefits  have  also  been  curtailed.  In  the  retirement  area,  the  three-year  recovery 
of  basis  rule  was  lost,  as  well  as  Social  Security  spousal  benefits,  certain  life  insur- 
ance benefits,  twice  a  year  COLA's,  and  the  1%  COLA  add-on  to  offset  the  imple- 
mentation time  lag.  In  addition,  the  formula  for  Social  Security  benefits  of  pre- 1984 
Feder^  employees  attributable  to  their  private-sector  work  was  reduced,  as  was  the 
formula  for  the  Civil  Service  COLA's  in  the  first  year  of  retirement.  The  Congres- 
sional Budget  Office  has  reported  that  private-sector  emplovers  pay  over  one  thou- 
sand dollars  more  per  employee  per  year  than  does  the  Federal  government  for  its 
employees.  As  you  well  know,  these  are  only  some  of  the  losses. 

Now  Uie  President  proposes  to  freeze  Federal  pay  for  the  next  year,  to  demand, 
for  subsequent  years,  ever  increasing  disparities  in  pay  relative  to  the  private  sec- 
tor, to  end  the  support  for  college-aged  children  of  deceased  employees,  to  lower  sur- 
vivor annuities  by  10%,  and  to  bar  reimbursement  of  usual,  customary  and  reason- 
able health  care  fees  that  are  above  Medicare  scheduled  amounts. 

Shame  on  the  President  for  proposing  to  rub  salt  into  the  wounds  inflicted  by  the 
prior  administration. 

Federal  employees  are  willing  to  bear  their  fair  share  of  the  deficit  reduction  bur- 
den. We  will  proudly  pay  whatever  energy  taxes,  income  taxes,  and  user  fees  are 
required  of  the  rest  of  the  population.  BUT  NOT  MORE.  The  time  for  special  sac- 
rifices fi-om  Federal  employees  has  passed. 

The  President's  proposals  constitute  a  greater  dollar  sacrifice  for  a  $20,000  per 
year  Federal  employee  than  that  expected  fi-om  a  $200,000  per  year  private-sector 
familv.  The  Federal  employee's  dollar  loss  is  based  upon  the  loss  of  a  1994  ECI- 
based  increase  of  2.2%  plus  the  loss  of  a  locality-based  increase  of  somewhere  about 
4.8%  (which  equals  20%  of  the  difference  between  average  Federal  pay  and  95%  of 
average  pay  for  private-sector  counterparts — in  1990,  0PM  calculated  the  average 
pay  gap  to  be  25.1%).  The  total  expected  increase  of  7%  represent  $1,400  for  the 
$20,000  employee. 

According  to  the  President's  economic  plan  docimient,  entitled  "A  Vision  of 
Change  for  America,"  a  family  whose  adjusted  gross  income  is  $180,000  has  a  tax- 
able income  of  $140,000,  which  is  the  level  at  which  income  tax  rates  are  proposed 
to  increase  fi-om  31%  to  36%.  A  $200,000  private-sector  family  is  assumed  to  have 
$20,000  more  in  taxable  income  than  the  $180,000  family.  That  income  when  sub- 
jected to  the  5%  increase  in  the  incremental  tax  rate,  would  result  in  an  extra  tax 
of  $1,000. 

Many  of  the  employees  who  are  affected  by  the  President's  newest  pay  proposals 
are  near  the  end  of  their  careers.  Cheating  these  employees  out  of  a  respectable 
high-three  for  their  pension  calculations  will  ensure  that  they  remember  you  every 
year  for  the  rest  of  their  lives. 

The  President's  pay  proposals  perpetuate  the  disparate  pay  policies  between  rank 
and  file  Federal  employees  and  senior  management  officials  created  in  1990.  In  that 
year,  the  most  senior  executives  and  members  of  Congress  were  given  a  30%  pay 
increase.  Furthermore,  employees  in  three  metropolitan  areas  were  given  8%  pay 
increases.  We  do  not  dispute  the  legitimacy  of  pay  increases  given  to  these  few. 
However,  the  failure  to  close  this  pay  chasm  is  demoralizing  to  the  many  Federal 
employees  who  are  left  behind. 
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It's  time  for  a  change.  It  is  time  to  honor  Federal  employment  in  a  tangible  way. 
Fairness  means  equal  pay  for  equal  work.  The  goal  should  be  to  pay  Federal  em- 
ployees the  same  as  those  doing  equal  work  in  the  private  sector. 

Most  of  the  Patent  Office  professionals  that  we  represent  believed  that  the  1990 
pay  reform  legislation  was  a  solemn  promise  to  achieve  comparability,  albeit  very 
slowly. 

Please  don't  break  that  promise.  Please  don't  dishonor  the  careers  of  so  many 
dedicated  civil  servants  with  such  ingratitude. 
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Ms.  Norton.  Ms.  Chandler. 

Ms.  Chandler.  Chairperson  and  committee  members,  thank  you 
for  the  opportunity  to  appear  before  your  committee.  My  name  is 
Lisabeth  Chandler  and  I'm  a  cartographic  technician,  GS-11,  at 
the  U.S.  Geological  Survey's  Mapping  Application  Center  in  Res- 
ton,  VA.  I'm  also  the  president  of  NEFE  Local  1309  that  represents 
technicians  and  professionals  in  the  Mapping  Center. 

I  oppose  the  freeze  because  I  think  it's  unfair.  I  also  oppose  the 
reduced  survivor  benefits  for  Federal  employees  and  I  also  think 
that  the  pay  freeze  is  going  to  lower  the  productivity  and  profes- 
sionalism of  the  Federal  work  force  and  it's  going  to  hurt  the  coun- 
try in  the  long  run.  I'm  very  disappointed  when  I  heard  President 
Clinton  announce  the  pay  freeze.  I'm  willing  to  pay  my  fair  share. 
If  you  want  to  increase  my  taxes  and  everyone  else's  at  the  same 
time,  that's  fme,  but  I  think  there  should  be  some  equity  in  our 
sacrifice. 

My  co-workers  are  very  dedicated,  hardworking  people.  They  put 
in  a  lot  of  extra  hours  and  they  put  in  a  lot  of  extra  effort.  I've  won 
six  awards  in  the  last  7  years  for  excellent  and  outstanding  serv- 
ices. I'm  above  the  top  of  my  career  ladder.  I  have  20  or  more  years 
in  Federal  service  with  nothing  to  look  forward  to.  So,  I  always 
looked  forward  to  these  raises.  Now  I  have  nothing. 

I  didn't  come  to  the  Government  to  get  rich,  but  I  expect  to  get 
a  fair  wage  for  what  I  do.  I'm  a  single  parent  and  I  have  to  raise 
an  8  year  old  son  on  my  Federal  salary.  I'm  also  a  widow.  So,  if 
something  happens  to  me,  I  think  the  reduced  survivor  benefits  for 
children  might  affect  him.  I  know  how  that  situation  can  be  and 
how  hard  that  can  be  on  somebody.  I  don't  think  that  my  son 
should  be  singled  out  or  anybody  else's  just  because  they  had  a  par- 
ent that  was  a  hard  working  employee  of  the  Federal  Government. 

Co-workers  in  my  agency,  they  provide  scientific  and  geographic 
products  and  research  to  the  State  and  Federal  agencies,  to  the  pri- 
vate sector.  They  help  people  with  their  applications  and  we,  I 
think,  help  the  economy  as  it  is.  But  we  expect  to  be  paid  what 
we're  worth.  Also,  a  lot  of  us  have  top  secret  clearances.  We  have 
to  go  through  extensive  background  checks  for  them  which  are  up- 
dated every  5  years  and  we  don't  get  paid  anymore  for  that,  but 
we  have  a  lot  of  additional  responsibility. 

But  we're  also  entitled  to  drug  testing  because  of  that. 

Recently  we  negotiated  our  contract  and  the  Geological  Survey 
told  us  that  since  they  started  drug  testing  they've  only  had  one 
positive  test  result  with  the  Geological  Survey.  So,  I  think  you 
should  look  at  some  more  specific  cuts  like  getting  rid  of  the  Fed- 
eral drug  testing  program  because  it's  worthless  and  it's  not  doing 
its  job.  The  Inspector  General  of  the  Interior  came  out  with  a  re- 
port recently  where  it  also  reiterated  the  fact  that  the  Interior's 
drug  testing  program  was  losing  money.  I  also  think  that  the  con- 
tracting out  is  something  that  should  be  looked  into  and  I  also 
think  that  it's  going  to  hurt  the  lower  grades  a  lot  more  than  the 
higher. 

But  also,  I  oppose  cutting  raises  for  all  grades  because  I  think 
that  we  all  should  be  paid  a  fair  share  and  that  we  should  look  at 
more  specific  cuts  like  the  drug  testing  program  and  others.  I  know 
that  may  take  a  little  longer  to  find,  but  in  the  long  run  they're 
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going  to  be  better  for  our  economy  anjrway  because  if  you  cut  the 
Federal  pay  and  benefits,  you're  only  getting  what  you're  paying  for 
and  in  the  long  run  that's  going  to  hurt  the  Government. 

So,  thank  you  very  much  for  the  opportunity  to  testify. 

Ms.  Norton.  Thank  you,  Ms.  Chandler. 

Ms.  Norton.  Mr.  Langer  of  Virginia. 

Mr.  Langer.  Yes.  Thank  you  very  much  for  the  opportunity  to 
testify.  I'm  a  constituent  of  Leslie  Byrne  and  I  wrote  her  a  letter 
just  on  my  own.  My  name  is  Peter  Langer.  I'm  45  ye£irs  old 

Ms.  Norton.  Move  the  mike  closer  to  you. 

Mr.  Langer.  OK.  And  have  been  a  Federal  employee  since  Octo- 
ber 1975.  My  wife  is  also  45  and  has  worked  for  the  Federal  Gov- 
ernment for  26  years. 

Since  I  began  my  Federal  career,  the  Federal  pay  has  dropped 
as  compared  to  inflation  by  21  percent.  I've  done  the  analysis  and 
would  be  happy  to  supply  you  the  numbers. 

I  think  that  we  are  not  the  only  ones  who  have  fallen  behind  in- 
flation. I've  read  the  book.  The  Politics  of  the  Rich  and  Poor  by 
Kevin  Phillips  and  in  that  he  does  an  analysis  that  virtually  all  in- 
come groups,  besides  the  top  10  percent,  have  fallen  behind  infla- 
tion. I  think  the  one  group  that  is  getting  paid  by  the  Federal  CJov- 
emment  that  has  not  fallen  behind  inflation  are  the  retirees.  I  will 
be  a  Federal  retiree  someday,  so  I  realize  what  I'm  saying  is  touch- 
ing the  third  rail  of  politics.  But  I  think  it's  a  matter  of  relative 
fairness. 

My  personal  feeling  is  I  would  rather  get  paid  and  keep  up  with 
inflation  while  I'm  working,  while  I'm  raising  a  family,  while  I 
have  day  care  and  housing  expenses  and  tuition  to  look  forward  to. 
My  wife  and  I  are  saving  the  maximum  5  percent  on  a  thrift  plan 
for  our  own  retirement.  We're  saving  for  our  kids'  tuition  and  we're 
willing  to  take  care  of  ourselves,  but  we  feel  that  the  Federal  work- 
er has  had  a  disproportionate  hit  as  compared  to  inflation  and  even 
as  compared  to  other  people  that  have  also  not  kept  pace  with  in- 
flation. 

There's  often  this  feeling  that  retirees,  since  they  have  a  lower 
income,  have  to  have  a  full  inflation  adjustment.  Yet  I  look  at  my 
parents  who  were  a  mechanic  and  a  baker,  they  were  very  simple 
people.  They  bought  their  house,  paid  it  off  in  4  years,  lived  down 
in  Florida.  They  have  no  real  estate  taxes,  they  have  no  personal 
property  taxes.  They  have  no  income  taxes.  My  mother  is  77  years 
old.  She  is  saving  her  Social  Security  for  old  age.  They  are  compul- 
sive savers  as  compared  to  people  that  are  working  that  have  a 
mortgage  and  have  tuition  and  have  other  expenses  which  have  not 
kept  pace  with  inflation. 

But  the  one  area  where  retirees  are  really  impacted  by  inflation 
is  their  medical  costs.  But  the  medical  costs,  to  a  significant  de- 
gree, are  covered  by  Medicare.  My  father  just  had  a  prostate  cancer 
operation  and  much  of  the  cost  was  picked  up  by  Medicare.  Those 
are  the  areas  where  they're  impacted  by  inflation.  Medicare  has  in- 
creased far  faster  than  inflation. 

So,  in  closing,  I  feel  very  strongly  about  reducing  the  Federal  def- 
icit. I  voted  against  Stan  Parris,  even  though  I  was  a  lifelong  Re- 
publican, because  he  refused  to  back  the  1990  Deficit  Reduction 
Plan.  I  think  that  unless  the  Federal  deficit  is  reduced,  that  it  is 
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very  easy  for  politicians  to  keep  on  picking  on  Federal  workers  to 
try  to  reduce — there  was  an  opinion  poll  in  the  Washington  Post 
that  said  that  73  percent  of  the  American  people  were  in  favor  of 
the  Federal  pay  freeze.  Well,  naturally.  Most  of  them  aren't  Fed- 
eral workers  and  they  don't  have  relatives.  We  all  expect  to  get  re- 
tirement and  that's  why  it's  so  difficult  to  say,  "Well,  I'm  for  get- 
ting reduced  retirement  benefits.  I'm  for  working  longer  for  the 
Federal  Grovemment,"  like  the  Social  Security  recipients  are  going 
to  have  to  do.  I  can  retire  at  58,  my  wife  can  retire  at  55.  The  new 
workers  that  started  in  1983  have  to  work  until  67  and  they  don't 
have  the  Federal  pension  to  look  forward  to  that  my  wife  and  I 
have. 

I've  worked  with  some  of  them.  I've  tried  to  urge  them  to  at  least 
put  money  into  the  thrift  plan  so  they  can  save  for  their  own  retire- 
ment. They  said  that  their  raises  were  swallowed  up  by  the  medi- 
cal premium  increases. 

So,  I  thank  you  very  much. 

Ms.  Norton.  Thank  you  very  much,  Mr.  Langer. 

[The  prepared  statement  of  Mr.  Langer  follows:] 

Prepared  Statement  of  Peter  Langer 

I  am  45  years  old  and  have  been  a  Federal  employee  for  since  10/76.  My  wife  is 
also  45  and  has  worked  for  the  Federal  government  for  24  years.  Since  I  began  my 
Federal  career,  Federal  pay  has  dropped  21%  as  compared  to  inflation,  as  measiired 
by  the  CPI-W.  Federal  workers  received  a  delayed  pay  raise  in  1983  and  no  pay 
increase  in  1986. 

According  to  the  Kevin  Philips  book,  The  Politics  of  Rich  and  Poor,  most  income 
groups,  besides  the  top  10%,  have  not  yet  kept  pace  with  inflation  in  the  late  1970's 
and  1980's,  although  few  slipped  as  far  as  Federal  workers.  Now  President  Clinton, 
whom  I  supported  in  1992,  is  again  proposing  that  we  receive  no  pay  increase  in 
1994  and  raises  below  inflation  for  the  next  2  years. 

This  is  in  contrast  to  the  fiilly  inflation  indexed  Cost-of-Living  Adjustments 
(COLA's)  received  by  Federal  and  Social  Security  retirees.  The  current  Social  Secu- 
rity recipients  paid  a  lower  percentage  tax  and  could  retire  earlier  than  current 
workers  paying  Social  Security  taxes.  Retirement  expenditures  were  35%  of  the 
1991  Federal  budget,  a  much  larger  fraction  than  Federal  salary  expenses.  It  is  in- 
herently unfair  for  people  who  are  working  and  not  keeping  up  with  inflation  to  pay 
fuU  inflation  adjustments  to  people  who  are  not  working. 

Retirees  often  own  large  stock  and  real  estate  holdings  that  have  increased  in 
value  much  faster  than  inflation.  Moreover,  many  retirees  do  not  have  the  major 
exi>enses  such  as  mortgage  pa3mients,  furniture,  current  or  future  college  tuition, 
day  care,  children's  and  work  clothes,  or  commuting  expenses.  They  do  not  have  to 
Uve  where  they  work,  and  can  thus  move  to  states  with  no  income  or  personal  prop- 
erty tax,  little  need  for  heating,  and  lower  living  costs  such  as  Florida  and  Texas. 
In  doing  so,  many  can  get  a  large  untaxed  capital  gain  from  the  sale  of  highly  ap- 
preciated homes. 

My  parents,  aged  76  and  77,  on  Social  Security  in  West  Palm  Beach,  Florida,  also 
have  a  senior  citizen  homestead  exemption  on  their  property  taxes.  They  are  still 
increasing  their  sizeable  Uquid  financial  assets  by  saving  my  mom's  Social  Security. 
Their  one  inflation  worry  is  medical  costs,  much  of  which  are  covered  by  Medicare 
payments  that  have  been  increased  at  a  much  greater  rate  than  general  inflation. 
Yet  many  of  the  people  paying  for  Medicare  have  no  medicail  insurance  themselves. 
The  young  clerical  workers  under  FERS  that  I  urged  to  join  the  Thrift  retirement 
plan  said  all  their  1993  raises  went  for  the  increased  medical  insurance. 

I  feel  strongly  about  reducing  the  Federal  deficit,  and  voted  against  Parris  in  1990 
because  he  did  not  vote  for  the  10/90  deficit  reduction  package.  If  we  do  not  reduce 
the  deficit,  the  commitments  made  to  fiiture  retirees  will  be  ever  more  difficult  to 
meet.  We  already  save  the  maximum  5%  of  income  in  the  Federal  Thrift  retirement 
plan.  I  am  willing  to  do  my  share  and  retire  later,  pay  more  in  income  and  other 
taxes,  and  have  my  COLA's  and  Medicare  benefits  means-tested  and  limited.  Fed- 
eral workers  should  not  be  continually  forced  to  receive  pay  raises  less  than  infla- 
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tion  or  lower  than  most  private  workers  because  Congress  gives  inflation  ac^ust- 
ments  to  retirees  far  in  excess  of  their  contributions  even  if  they  don't  need  them. 

Ms.  Norton.  Mr.  Taylor  from  Virginia. 

Mr.  Taylor.  Yes.  I  appreciate  the  opportunity  to  address  the 
subcommittee  today.  I've  been  employed  as  a  statistician  for  almost 
14  years  with  the  U.S.  Bureau  of  Justice  Statistics  where  I'm  also 
a  member  of  AFSCME.  I'm  also  a  constituent  of  Congresswoman 
Byrne. 

I  believe  an  effort  like  the  President's  economic  plan  is  long  over- 
due. However,  as  a  Federal  worker,  there  are  several  features  of 
the  plan  that  are  disturbing  both  as  they  affect  me  and  my  family 
and  as  they  affect  the  federal  work  force  in  general.  I  agree  with 
the  President  that  the  key  to  acceptance  of  this  plan  is  fairness, 
that  the  American  public  will  be  willing  to  accept  it  and  pay  for 
it  if  its  burden  is  distributed  equitably.  The  President  stated  that 
those  who  benefited  most  from  the  economic  growth  of  the  1980's 
should  now  be  prepared  to  shoulder  a  proportionately  greater  share 
of  the  burden.  His  tax  proposals  follow  from  this  logic,  his  request 
to  freeze  federal  pay  and  to  defer  locality-based  pay  do  not. 

I  do  not  object  to  paying  the  increased  taxes  that  make  the  Presi- 
dent's plan  workable  because  these  will  be  distributed  equitably 
across  the  population.  However,  singling  out  Federal  workers  to 
provide  additional  contributions  is  not  equitable.  Rank-and-file 
Federal  workers,  by  and  large,  did  not  benefit  from  the  economic 
growth  of  the  1980's.  We  were  granted  cost  of  living  increases  that 
did  not  keep  pace  with  the  cost  of  living  or  with  wages  paid  for 
comparable  work  in  the  private  sector. 

The  President  has  stated  that  we  have  to  do  more  with  less.  Fed- 
eral workers  have,  in  fact,  been  doing  this  for  a  long  time.  Locality- 
based  pay  was  designed  to  correct  some  of  the  worst  deficiencies  of 
the  Federal  pay  system  at  a  slow  pace  so  that  the  Federal  budget 
would  not  be  over  burdened.  Yet  even  these  provisions  have  been 
removed  from  the  budget,  and  I  personally  find  this  the  most  objec- 
tionable feature  of  the  plan. 

One  may  argue  that  a  1-year  freeze  and  deferral  of  locality-based 
pay  are  no  big  deal,  particularly  when  seen  as  part  of  a  very 
desireable  package  of  economic  reforms.  In  isolation,  this  is  correct, 
but,  considered  as  part  of  a  long-term  continuing  deterioration  in 
the  position  of  Federal  workers,  these  pay  restrictions  take  on  a 
more  ominous  character.  First,  deferral  of  locality-based  pay  in- 
creases the  Federal/private  pay  difference  in  affected  locations, 
thereby  increasing  the  annual  cost  of  implementing  locality-based 
pay  in  future  years.  The  President  pledged  a  budget  free  of  gim- 
micks. However,  by  lifting  the  burden  of  locality  pay  from  fiscal 
1994,  he  increases  it  in  the  out  years,  which  does  not  pass  the  gim- 
mick free  test. 

Second,  from  a  manpower  development  standpoint,  continued  pay 
restrictions  are  bad  policy.  I've  noticed  in  my  own  agency,  and  col- 
leagues in  sister  agencies  concur,  that  we  are  having  increasing  dif- 
ficulty in  recruiting  and  retaining  quality  candidates  in  our  junior 
professional  positions.  The  resulting  damage  to  the  Federal  work 
force  may  not  fully  manifest  itself  for  a  number  of  years.  Many  ca- 
reer workers  are  reluctant  to  leave  Federal  service  for  a  variety  of 
reasons,  although  the  pay  issue  is  becoming  an  increasing  pressure. 
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However,  as  my  generation  does  depart  over  time,  the  specialists 
and  managers  who  replace  us  are  likely  not  to  meet  the  standards 
that  are  now  expected  if  the  current  recruitment  climate  continues. 

Senior  workers  in  my  agency  recall  just  such  a  scenario,  result- 
ing from  pay  restrictions  during  the  Eisenhower  Administration, 
which  drove  a  large  proportion  of  one  generation  of  future  man- 
agers out  of  Federal  service.  In  this  light,  continued  Federal  pay 
restrictions  are  penny  wise  and  pound  foolish. 

I've  encountered  no  Federal  workers  who  are  unwilling  to  sac- 
rifice to  turn  the  deficit  around.  The  Federal  budget  deficit  is  a 
threat  to  Federal  workers  and  to  their  children's  futures  just  as  it 
is  to  private  sector  workers.  Federal  employees  have  an  additional 
interest  in  seeing  the  deficit  controlled  because,  if  left  unchecked, 
it  will  increasingly  restrict  the  resources  we  need  to  fulfill  our  re- 
sponsibilities on  our  jobs.  We  are  not  the  enemy  in  the  deficit  re- 
duction process.  Many  of  us  are  relieved  that  the  issue  is  finally 
being  addressed  seriously,  but  let  Federal  workers  play  on  the 
same  playing  field  as  other  Americans.  In  addition  to  fulfilling  the 
administration's  promise  of  fairness,  your  actions  to  correct  these 
problems  will  have  long-term  implications  for  the  quality  and  via- 
bility of  the  Federal  work  force. 

Ms.  Norton.  Thank  you,  Mr.  Taylor. 

[The  prepared  statement  of  Mr.  Taylor  follows:] 

Prepared  Statement  of  Bruce  Taylor 

I  appreciate  the  opportunity  to  address  the  subcommittee  today.  My  name  is 
Bruce  Taylor.  I  have  been  employed  as  a  statistician  at  the  U.S.  Bureau  of  Justice 
Statistics  for  almost  14  years.  I  beUeve  an  effort  like  the  President's  economic  plan 
is  long  overdue.  However,  as  a  federal  worker,  there  are  several  featiu-es  of  the  plan 
that  are  disturbing,  both  as  they  affect  me  and  my  family,  and  as  they  affect  the 
federal  workforce  in  general. 

I  agree  with  the  President  that  the  key  to  acceptance  of  this  plan  is  fairness,  that 
the  American  public  will  be  willing  to  accept  it  and  pay  for  it  if  its  burden  is  distrib- 
uted equitably.  The  President  stated  that  those  who  benefitted  most  from  the  eco- 
nomic growth  of  the  1980's  should  now  be  prepared  to  shoulder  a  proportionately 
greater  share  of  tihe  burden.  His  tax  proposals  follow  from  this  logic.  His  requests 
to  freeze  federal  pay  and  to  defer  locality-based  pay  do  not. 

I  do  not  object  to  paying  the  increased  taxes  that  make  the  President's  plan  work- 
able, because  these  will  be  distributed  equitably  across  the  population.  However, 
singling  out  Federal  workers  to  provide  additional  contributions  is  not  equitable,  al- 
though it  may  play  well  outside  the  Beltway.  Rank-and-file  federal  workers  by  and 
large  did  not  benefit  from  the  economic  growth  of  the  1980's.  We  were  granted  cost- 
of-living  increases  that  did  not  keep  pace  with  the  cost  of  living  or  with  wages  paid 
for  comparable  work  in  the  private  sector.  The  President  has  stated  that  we  have 
to  do  more  with  less.  Federal  workers  have  in  fact  been  doing  this  for  a  long  time. 
Locality-based  pay  was  designed  to  correct  some  of  the  worst  deficiencies  in  the  fed- 
eral pay  system  at  a  slow  pace,  so  that  the  Federal  budget  would  not  be  overbur- 
dened. Yet  even  these  provisions  have  been  removed  from  the  budget. 

One  may  argue  that  a  one-year  freeze  and  deferral  of  locality-based  pay  are  no 
big  deal,  particularly  when  seen  as  part  of  a  very  desirable  package  of  economic  re- 
forms. In  isolation,  this  is  correct,  but  considered  as  part  of  a  long-term,  continuing 
deterioration  in  the  position  of  federal  workers,  these  pay  restrictions  take  on  a 
more  ominous  character.  First,  deferral  of  locality-based  pay  increases  the  federal 
private  pay  diffierence  in  affected  locations,  thereby  increasing  the  annual  cost  of  im- 
plementing locality-based  pay  in  future  years,  if  locality  pay  is  ever  introduced.  The 
President  pledged  a  budget  free  of  gimmicks;  however,  by  Ufting  the  burden  of  local- 
ity pay  from  FY  1994,  he  increases  it  in  the  "out  years,"  which  does  not  pass  the 
"gimmick-free"  test. 

Second,  from  a  manpower  development  standpoint,  continued  pay  restrictions  are 
bad  policy.  I  have  noticed  in  my  own  agency,  and  colleagues  in  sister  agencies  con- 
cur, that  we  have  increasing  difficulty  in  recruiting  and  retaining  quality  candidates 
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in  our  junior  professional  positions.  The  resulting  damage  to  the  federal  workforce 
may  not  fiilly  manifest  itself  for  a  niimber  of  years.  Mid-career  workers  are  reluc- 
tant to  leave  federal  service  for  a  variety  of  reeisons,  although  the  pay  issue  is  be- 
coming an  increasing  pressure.  However,  as  my  generation  does  depart  over  time, 
the  specialists  and  managers  who  replace  us  are  not  likely  to  meet  the  standards 
that  are  now  expected,  if  the  current  recruitment  climate  continues.  Senior  workers 
in  my  agency  recall  just  such  a  scenario,  resulting  from  pay  restrictions  during  the 
Eisenhower  administration,  which  drove  a  large  proportion  of  one  generation  of  fu- 
ture managers  out  of  federal  service.  In  this  Ught,  continued  federal  pay  restrictions 
are  penny-wise  and  pound-fooUsh. 

I  nave  encountered  no  federal  workers  who  are  unwilling  to  sacrifice  to  turn  the 
deficit  aroimd.  The  federal  budget  deficit  is  a  threat  to  federal  workers  and  to  their 
children's  futures,  just  as  it  is  to  private  sector  workers.  Federal  employees  have 
an  additional  interest  in  seeing  the  deficit  controlled,  because,  if  left  unchecked,  it 
will  increasingly  restrict  tiie  resources  we  need  to  fulfill  our  responsibihties  in  our 
jobs.  We  are  not  the  enemy  in  the  deficit  reduction  process.  Many  of  us  are  reheved 
that  the  issue  is  finally  being  addressed  seriously.  But  let  federal  workers  play  on 
the  same  playing  field  as  other  Americans.  In  addition  to  fiilfilling  the  administra- 
tion's promise  of  fairness,  your  actions  to  correct  these  problems  will  have  a  long- 
term  implications  for  the  quality  and  viability  of  the  federal  work  force. 

Ms.  Norton.  Mr.  Clarke  of  the  District.  I  didn't  step  over  you. 
It's  just  that  your  name  was  at  the  bottom  of  the  Hst  they  gave  me. 
I  certainly  wouldn't  want  to  skip  over  someone  from  the  District  of 
Columbia. 

Mr.  Clarke.  Thank  you. 

Madam  Chairman  and  distinguished  members  of  this  subcommit- 
tee, my  name  is  Randolph  T.  Clarke,  III  and  I'm  an  astronomer 
and  the  president  of  Local  1461,  National  Federation  of  Federal 
Employees  at  the  U.S.  Naval  Observatory.  Our  local  represents 
nonsupervisory,  nonmanagerial  employees,  nearly  200,  including 
scientists,  police,  administrative  specialists.  I've  worked  there  and 
lived  nearby  in  an  apartment  in  Woodley  Park  since  1967.  I  appre- 
ciate the  opportunity  to  appear  before  you  today  to  present  my 
views  on  the  President's  proposal  to  freeze  Federal  employee  pay. 

As  a  Federal  employee  who  worked  for  the  DOD  throughout  the 
cold  war  to  its  happy  conclusion,  I'm  certain  that  the  DOD  will  be 
reduced.  In  fact,  with  employee  representatives  sitting  at  the  table, 
I'm  certain  we  could  have  a  smaller  and  smarter  DOD.  With  the 
election  of  President  Clinton,  I  look  forward  to  a  DOD  with  a  post- 
cold  war  mission,  with  trimmer  organization  and  with  a  more  pro- 
fessional work  force. 

The  last  point,  the  more  professional  work  force,  is  on  the  way 
to  being  lost  with  the  pay  freeze  and  the  comparability  and  the 
other  aspects  of  the  President's  proposals.  If  the  American  people 
ever  are  to  have  the  effective  government  they  wEint,  and  we  Fed- 
eral employees  want  it  too,  it  will  not  be  achieved  by  bashing  fed- 
eral employees.  Federal  employees  want  meaningful  work  in  which 
they  can  take  pride,  productive  work  for  which  we  will  be  fairly 
compensated. 

Almost  every  employee  knows  where  there  is  meaningless  and 
unproductive  work.  If  the  new  adminstration  were  to  involve  Fed- 
eral employees  in  the  reinvention  of  government,  then  we  could  to- 
gether eliminate  the  unnecessary  work  and  make  more  effective 
the  necessary.  Progressive  business  techniques  mentioned  often 
here  today,  reljdng  on  employee  participation,  have  been  proven  to 
work.  For  many  of  the  employees  I  represent  at  the  Naval  Observ- 
atory, the  situation  is  more  desperate  than  just  theoretical.  Their 
incomes  do  not  now  support  a  reasonable  standard  of  living.  Single 
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parents  have  trouble  paying  for  their  medical  bills.  Younger  em- 
ployees cannot  find  affordable  housing.  Older  employees  have  seen 
their  effective  incomes  drop  due  to  the  last  decade  of  reduced  and 
suspended  COLA,  et  cetera.  In  spite  of  their  plight,  the  administra- 
tion proposes  £dl  the  adjustments  you've  heard  about  today.  These 
are  real  income  losses. 

In  view  of  the  poorer  Federal  employees,  I  have  to  say  if  we  must 
freeze,  if  we  must  accept  that  1  year  freeze,  we've  got  to  do  some- 
thing about  the  lower  paid  employees.  It  would  be  criminal,  I 
think,  to  freeze  their  pay.  Now,  as  a  union  person,  I  don't  want  to 
put  out  a  level  that  we  should  use.  It's  something  to  be  negotiated. 
I  would  say  maybe  start  with  Federal  employees  under  $100,000 
a  year.  Realistically,  it  might  come  down  to  anywhere. 

Ms.  Norton.  Who  is  left  after  that? 

Mr.  Clarke.  But  if  it  comes  down  to  GS-9's,  so  be  it.  If  it  comes 
down  to  GS-7's.  But  there  are  people  who  aren't  making  it  and 
they're  putting  in  40  hours  a  week  and  they're  not  making  it  now. 
So,  I  think  we  have  to  realistically  think  about  that  if  we  do  buy 
off  on  the  one  year  pay  freeze. 

As  a  dedicated  Federal  employee,  I  would  be  prepared  to  sac- 
rifice, even  to  contribute,  if  I  had  the  slightest  hope  that  the  sac- 
rifice would  help  our  country.  But  for  the  last  decade,  the  demor- 
alizing treatment  of  Federal  employees  has  not  made  this  a  better 
land.  It's  time  for  a  change.  The  President  should  know  that  we 
share  his  goals  and  we  want  to  be  part  of  the  change,  his  change. 

In  conclusion,  it  is  clear  that  the  overall  goals  of  the  President 
are  correct.  Economic  growth  must  be  renewed  and  the  confidence 
in  the  government  must  be  restored.  The  means  must  be  fair  and 
effective,  but  those  points  that  I've  cited  are  unfair  and  counter- 
productive. 

I  deeply  appreciate  the  opportunity  to  appear  here  today  to 
present  my  views.  This  concludes  my  testimony.  I'll  be  happy  to  an- 
swer any  questions. 

Ms.  Norton.  Thank  you,  Mr.  Clarke. 

[The  prepared  statement  of  Mr.  Clarke  follows:] 

Prepared  Statement  of  Randolph  Clarke 

Madame  Chairman  and  distinguished  members  of  this  Subcommittee,  my  name 
is  Randolph  T.  Clarke,  III,  and  I  am  the  President  of  Local  1461,  National  Federa- 
tion of  Federal  Employees  at  the  U.S.  Naval  Observatory.  Our  Local  represents  all 
non-supervisory  and  non-managerial  employees  (nearly  200,  including  scientists,  po- 
Uce,  and  administrative  specialists).  I  have  worked  there  and  lived  nearby  in  an 
apartment  in  Woodley  Park  since  1967.  I  appreciate  the  opportunity  to  appear  be- 
fore you  today  to  present  my  views  on  the  President's  proposal  to  freeze  federal  em- 
ployee pay. 

As  a  Federal  Employee,  who  has  worked  for  the  Department  of  Defense  through 
the  Cold  War  to  its  happy  conclusion,  I  am  certain  that  the  DoD  will  be  reduced. 
In  fact,  with  employee  representatives  sitting  at  the  table,  I  am  certain  we  could 
have  a  smaller  and  smarter  DoD.  With  the  election  of  President  Clinton,  I  looked 
forward  to  a  DoD  with  a  post-Cold  War  mission,  with  a  trimmer  organization,  and 
with  a  more  professional  work-force. 

The  last  point  (a  more  professional  work-force)  is  on  the  way  to  being  lost  with 
the  pay  freeze.  If  the  American  people  are  ever  to  have  the  effective  government 
they  want  (and  we.  Federal  Employees,  want  it,  too),  it  will  not  be  achieved  by  bash- 
ing Federal  Employees.  Federal  Employees  want  meaningful  work  in  which  we  can 
take  pride,  and  productive  work  for  which  we  will  be  fairly  compensated.  Almost 
every  Federal  Employee  knows  where  there  is  meaningless  and  unproductive  work. 
If  the  new  administration  were  to  treat  Federal  Employees  with  the  respect,  that 
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they  know  successful  business  people  show  their  employees,  then  we  could  together 
eliminate  the  xinnecessary  work  and  make  more  efficient  the  necessary. 

For  many  of  the  employees  I  represent  at  the  Naval  Observatory  the  situation  is 
becoming  desperate.  Their  incomes  do  not  now  support  a  reasonable  standard  of  liv- 
ing. Single  parents  have  trouble  paying  for  medical  bUls.  Younger  employees  cannot 
find  affordable  housing.  Older  employees  have  seen  their  effective  income  drop  due 
the  last  decade  of  reduced  and  suspended  COLA's. 

In  spite  of  their  pUght,  this  administration  proposes  that  they  contribute  2.2  per- 
cent lost  income  from  the  '94  COLA,  4  percent  lost  from  the  "postponed"  locality 
pay,  and  1  percent  lost  from  each  COLA  after  '94.  This  is  real  income  loss.  Even 
the  wealthy  don't  see  their  contributions  increase  that  much  under  the  President's 
tax  proposals. 

As  a  dedicated  Federal  Employee,  I  would  be  prepared  to  sacrifice,  even  to  con- 
tribute, if  I  had  the  shghtest  hope  that  this  sacrifice  would  help  our  country.  But 
for  the  last  decade  the  demoralizing  treatment  of  Federal  Employees  has  not  made 
this  a  better  land.  It's  time  for  Change!!  The  President  should  know  that  we  share 
his  goals  and  we  want  to  be  part  of  the  Change,  his  Change. 

In  conclusion,  it  is  clear  that  the  overall  goals  of  the  President  are  correct — eco- 
nomic growth  must  be  renewed  and  confidence  in  the  government  must  be  restored. 
The  means  must  be  fair  and  effective,  but  those  points  that  I  have  cited  are  unfair 
and  counterproductive. 

I  deeply  appreciate  the  opportunity  to  appear  here  today  to  present  my  views  on 
the  pay  freeze.  This  concludes  my  testimony.  I  will  be  happy  to  answer  any  ques- 
tions you  may  have. 

Ms.  Norton.  I've  gotten  a  sense  from  all  of  you  what  you  find 
most  or  least  objectionable. 

Mr.  Langer,  I'm  going  to  include  the  graphs  that  you  brought 
with  you  in  the  record  and  I'm  going  to  ask  if  either  of  my  col- 
leagues has  any  questions  for  this  panel. 

Ms.  MORELLA.  No,  but  I  very  much  appreciate  what  you've  said. 
We  have  been  taking  diligent  notes,  hoping  to  put  together  a  pack- 
age of  recommendations.  Thank  you  very  much.  They're  very 
thoughtful. 

Ms.  Norton.  Ms.  Byrne. 

Ms.  Byrne.  I  would  just  like  to  say  that  the  mail  that  I've  been 
getting,  the  phone  calls  I've  been  getting  is  demonstrated  by  the 
quality  of  testimony  that  was  just  given.  Very  thoughtful,  not  self- 
ish or  self-centered,  but  wanting  to  make  this  work,  understanding 
that  the  deficit  has  to  be  addressed  and  how  to  best  go  about  it. 
I  appreciate  you  being  here  tonight.  I  know  that  it  takes  time  away 
from  your  families,  but  thank  you. 

Ms.  Norton.  Thanks  to  this  entire  panel  for  your  patience  and 
for  very  excellent  testimony,  Mr.  Stem,  Ms.  Chandler,  Mr.  Langer, 
Mr.  Taylor  and  Mr.  Clarke.  Thank  you  very  much. 

Could  I  ask  the  next  panel,  panel  No.  2  to  come  forward?  Ms. 
Dorothy  Mulhall,  Ms.  JoAnn  O'Bryant,  Ms.  Louisa  Day,  Ms.  Jea- 
nette  Devins,  from  Virginia,  Maryland,  District  of  Columbia,  and 
Virginia  respectfully.  Please  have  a  seat. 

STATEMENTS  OF  PANEL  2:  DOROTHY  MULHALL  OF  MARY- 
LAND; LOUISA  DAY  OF  THE  DISTRICT  OF  COLUMBIA;  AND 
JEANETTE  DEVINS  OF  VIRGINIA 

I  have  stationed  one  of  my  staff  members  there  with  the  func- 
tional equivalent  of  what  we  would  have  if  we  were  in  the  House. 
In  the  House,  we  have  a  green  light,  a  yellow  light  and  a  red  light. 
If  you're  in  the  red  light,  we  pull  the  plug  on  you.  The  reason  I'm 
going  to  insist  that  we  keep  to  the  3  minute  limit  is  that  we  have 
so  many  people  who  have  been  waiting  to  testify  and  it  simply 
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would  not  be  fair  for  us  to  end  up  at  the  end  of  the  evening  giving 
those  people  a  minute  because  we're  being  put  out  of  the  audito- 
rium. 

So,  I'm  going  to  ask  you  to  watch  this  young  lady  over  here.  I'm 
going  to  hold  you  to  3  minutes.  I'm  going  to  ask  you  to  include  in 
your  testimony  what  is  most  or  least  objectionable  and  I'm  going 
to  ask  is  Ms.  Kay — is  she  here?  Help  me  to  pronounce  her  name. 
Mulgahy?  She  is  not  here? 

Let's  begin  with  Ms.  Mulhall  from  Maryland.  She  is  not  here? 

Ms.  Mulhall.  I'm  here. 

Ms.  Norton.  OK.  Speak. 

Ms.  Mulhall.  Okay.  Madam  Chairman  and  distinguished  mem- 
bers of  the  Subcommittee,  my  name  is  Dorothy  Mulhall  and  I  am 
a  handicapped  Federal  employee  employed  at  the  Department  of 
Justice  within  the  Justice  Management  Division  as  a  Travel  audi- 
tor. I  am  also  a  steward  and  a  member  of  the  American  Federation 
of  State,  County  and  Municipal  Employees,  AFSCME  Local  3097 
and  Council  26. 

I  am  not  in  favor  of  the  President's  proposal  to  freeze  and  reduce 
the  pay  of  Federal  Grovemment  employees  for  the  following  rea- 
sons. Pay  freezes  without  price  freezes  and  with  tax  increases  will 
reduce  my  ability  to  care  and  provide  the  basic  needs  for  myself 
and  my  family.  This  would  also  be  true  for  the  other  members  of 
my  local  and  their  families. 

No  one  has  asked  federal  unions  or  the  rank  and  file  Federal  em- 
ployees if  there  are  areas  which  could  produce  cost  savings  without 
implementing  a  pay  freeze.  It  would  only  be  fair  for  President  Clin- 
ton to  do  so  before  freezing  pay. 

Any  pay  freeze  will  have  a  lifetime  negative  effect  on  me.  It  will 
adversely  affect  my  retirement  income  and  as  a  result  could  lower 
my  basic  standard  of  living,  not  only  now  but  even  more  so  in  my 
retirement  years.  It  has  the  potential  to  make  Federal  employees 
increasingly  dependent  on  services  provided  by  Federal,  State  and 
local  governments  that  they  now  provide  for  themselves.  This 
would  increase  the  cost  to  provide  those  services. 

Reduction  of  Federal  pay  could  reduce  the  revenues  many  of  our 
communities  rely  on  to  educate  our  children,  maintain  our  cities 
and  protect  our  citizens  and  property.  It  is  unfair  to  expect  the 
Federal  employee  to  absorb  pay  cuts  and  pay  freezes  while  paying 
higher  taxes  and  increased  medical  and  food  costs. 

Many  small  and  minority  companies  rely  substantially  on  the 
business  they  do  with  the  Federal  Government  and  Federal  em- 
ployees. Freezing  the  pay  of  Federal  employees  will  have  an  overall 
negative  effect  on  the  economy  of  those  communities  where  Federal 
employees  live. 
Thank  you,  Madam  Chairman. 
[The  prepared  statement  of  Ms.  Mulhall  follows:] 

Prepared  Statement  of  Dorthy  Mulhall 

My  name  is  Dorothy  Mulhall  and  I  am  a  handicapped  federal  employee  employed 
at  the  Department  of  Justice  as  a  Travel  Auditor.  I  am  also  a  steward  and  member 
of  the  American  Federal  of  State,  County,  and  Municipal  Employees  (AFSCME) 
Local  3097  and  Council  26. 

I  am  not  in  favor  of  the  President's  proposal  to  freeze  and  reduce  the  pay  of  fed- 
eral employees  for  the  following  reasons; 
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1.  Pay  freezes  without  price  freezes  and  with  tax  increases  will  reduce  my  ability 
to  care  and  provide  the  basic  needs  for  myself.  This  would  also  be  true  for  the  other 
members  of  my  local  and  their  families. 

2.  No  one  has  asked  federal  unions  or  the  rank  and  file  federal  employee  if  there 
are  areas  which  can  produce  cost  savings  without  implementing  a  pay  freeze;  it 
would  be  only  fair  to  do  so  before  freezing  pay. 

3.  Any  pay  freeze  will  have  a  Ufe-time  negative  effect  on  me.  If  will  adversely  af- 
fect my  retirement  income,  and  as  a  result  could  lower  my  basic  standard  of  Uving 
not  only  now,  but  even  more  so  in  my  retirement  years. 

4.  It  has  the  potential  to  make  federal  employees  increasingly  dependent  on  serv- 
ices provided  by  federal,  state,  and  local  governments  that  they  now  provide  for 
themselves.  This  would  increase  the  costs  to  provide  those  services. 

5.  Reduction  of  federal  pay  would  reduce  revenue  many  of  our  communities  rely 
on  to  educate  our  children,  maintain  our  cities  and  protect  our  citizens  and  prop- 
erty. 

6.  It  is  unfair  to  expect  the  federal  employee  to  absorb  pay  cuts  and  pay  freezes 
while  paying  higher  taxes  and  increases  medical  and  food  costs. 

7.  Many  small  and  minority  companies  rely  substantially  on  the  business  they  do 
with  the  federal  government  and  federal  employees.  Freezing  the  pay  of  federal  em- 
ployees will  have  an  overall  negative  effect  on  the  economy  of  those  communities 
were  federal  employees  live. 

Ms.  Norton.  Next,  Ms.  Day,  Louisa  Day  of  the  District  of  Co- 
lumbia. 

Ms.  Day.  Thank  you.  Because  of  the  time  constraint  my  already 
short  testimony  has  had  additional  surgery  performed  on  it. 

Madam  Chairman  and  distinguished  members  of  the  subcommit- 
tee, my  name  is  Louisa  Day.  I'm  a  fifth  generation  Washingtonian 
and  I  have  lived  in  Washington  all  my  life. 

I'm  also  a  member  of  the  National  Federation  of  Federal  Employ- 
ees and  I'm  president  of  Local  1627.  I  appreciate  this  opportunity 
to  appear  before  you  today  to  present  my  views  and  the  views  of 
my  local. 

We  support  fully  the  need  for  every  citizen  to  pay  his  or  her  fair 
share  in  order  to  reinvigorate  the  U.S.  economy.  However,  I  believe 
that  President  Clinton's  plan  as  presented  is  unfair. 

As  a  group.  Federal  workers  have  contributed  in  the  past  12 
years  more  to  deficit  reduction  than  any  other  group  in  America. 
For  example,  since  1981  Federal  employees  have  sacrificed  more 
than  $119  billion  in  compensation  and  benefits  to  the  cause  of  Fed- 
eral budget  deficit  reduction.  On  top  of  that,  of  the  $4.1  billion  in 
budget  reductions  the  administration  has  proposed  for  fiscal  year 
1994,  68  percent  or  $3  billion  will  be  taken  from  Federal  employ- 
ees' pay  and  benefits.  I  believe  that  there  are  better  and  more  effec- 
tive ways  to  reduce  the  Federal  deficit  and  would  encourage  Con- 
gress to  adopt  them. 

May  I  suggest  that  the  American  people  would  be  better  served 
if  the  administration,  with  the  help  of  Congress,  would  ferret  out 
and  eliminate  waste  in  Federal  programs.  Everybody  talks  about 
waste  in  Federal  programs,  but  regrettably  there  is  no  focused 
planned  program  to  eliminate  or  reduce  that  waste. 

Madam  Chairman,  if  I  may  be  so  bold,  I  would  like  to  rec- 
ommend one  solution  that  will  eliminate  waste  and  in  so  doing 
would  make  a  significant  reduction  in  the  Federal  deficit.  My  sug- 
gested solution  is  so  simple  that  it  just  might  work.  Every  Federal 
manager  knows  where  there  is  waste  or,  as  they  like  to  call  it,  fat 
in  his  or  her  program.  It  is  and  it  has  been  the  practice  in  the  Fed- 
eral Government  to  preserve  and  retain  this  fat  for  use  in  future 
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lean  budget  days.  Senior  Federal  managers  and  certainly  SES  em- 
ployees compete  for  performance  bonuses  each  year. 

May  I  suggest  that  a  major  factor  in  determining  the  awarding 
of  such  bonuses  be  tied  to  the  savings  that  the  manager  achieves 
in  his  or  her  program.  May  I  also  suggest  that  this  be  done  for  3 
consecutive  years.  At  the  end  of  this  period,  most  of  the  fat  will 
have  been  eliminated.  In  the  fourth  and  the  succeeding  years,  I 
would  recommend  that  this  practice  be  continued,  but  that  this 
bonus-rating  factor  be  given  less  weight. 

Lest  you  fear  that  in  a  manager's  eagerness  to  earn  a  bonus  he 
or  she  might  affect  savings  that  could  hurt  his  or  her  congression- 
ally  mandated  program,  I  should  point  out  that  it  is  most  unlikely 
in  a  bureaucracy  that  a  manager  would  seriously  undermine  the 
program  that  supports  the  reason  and  justification  for  his  or  her 
salary. 

It  is  with  the  greatest  respect  that  I  offer  the  foregoing  for  your 
consideration. 

I  would  like  to  conclude  with  this  final  thought.  It  used  to  be  a 
position  of  pride  to  be  a  public  servant.  Now,  unfortunately,  Fed- 
eral employment  is  perceived  by  many  as  the  bottom  of  the  employ- 
ment barrel,  mainly  because  of  the  unflattering  picture  painted  of 
Federal  employees  by  previous  administrations. 

It  is  much  more  difficult  to  attract  the  brightest  and  the  best  of 
our  young  college  graduates  to  Federal  service  because  the  Federal 
employee  has  been  described  by  his  or  her  leaders  as  a  wasteful 
drain  on  the  economy.  Many  of  us  have  had  cause  to  defend  our 
career  to  those  who  accept  this  negative  definition  of  Government 
emplo3rment. 

I  submit  that  it  is  unfair  to  withhold  the  scheduled  salary  in- 
creases for  those  people  who  carry  out  the  GJovemment's  programs 
and  thus  further  add  to  the  perception  that  the  Federal  employee 
is  somehow  of  less  stature  and  importance  than  other  workers. 
Rather,  we  should  be  concerned  with  providing  a  Federal  pay  scale 
that  is  more  in  line  with  private  sector  levels  presented  by  the  Con- 
gressional Budget  Office.  Then  we  will  once  again  be  able  to  attract 
the  best  and  the  brightest  to  government  service. 

Thank  you  very  much. 

Ms.  Norton.  Thank  you  very  much. 

[The  prepared  statement  of  Ms.  Day  follows:] 

Prepared  Statement  of  Louisa  Day 

Madam  Chairwoman  and  distinguished  members  of  this  subcommittee,  my  name 
is  Louisa  Day.  I  am  a  fifth  generation  Washingtonian  and  have  Uved  in  ttie  District 
of  Columbia  all  my  life.  I  am  a  member  of  the  National  Federation  of  Federal  Em- 
ployees and  President  of  Local  1627.  I  have  also  served  as  a  Federal  Service  em- 
ployee for  the  past  38  years  and  in  this  capacity  am  totally  committed  to  serving 
our  nation  in  every  way  possible.  I  appreciate  this  opportunity  to  appear  before  you 
today  to  present  to  you  my  views  and  the  views  of  the  members  of  my  Local  on  the 
President's  proposal  to  freeze  Federal  employee  pay  as  a  means  to  help  reduce  the 
Federal  deficit. 

As  you  and  the  other  distinguished  members  of  your  Subcommittee  know  so  well, 
the  successfiil  implementation  of  every  Government  program  depends  to  a  great  ex- 
tent upon  the  ftill,  dedicated  effort  and  unselfish  contribution  of  the  Federal  employ- 
ees. These  employees,  Uke  millions  of  other  American  citizens,  are  fully  aware  of  the 
need  to  reduce  the  Federal  deficit. 

Federal  employees  are  willing  to  contribute  their  fair  share  in  the  same  manner 
and  to  the  same  extent  as  the  millions  of  other  American  citizens.  On  the  other 
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hand,  to  single  out  the  Federal  employee  as  the  "whipping  boy"  and  to  place  an  ad- 
ditional financial  burden  upon  him  or  her  is  as  ill-conceived  as  it  is  grossly  unfair. 

You  and  your  colleagues,  who  employ  Federal  workers,  know  first-hand  the  extent 
of  their  dedication  and  the  impact  of  their  contributions.  It  is,  indeed,  regrettable 
that  the  current  Administration  acknowledges  these  contributions  by  succumbing  to 
the  popular  and  politically-motivated  practice  of  preceding  Administrations,  by  pro- 
posing to  withhold,  severely  reduce,  or  delay  Congressionally-mandated  salary  in- 
creases such  as  cost-of-living,  locality,  and  comparability  pay. 

Even  more  alarming  are  stories  being  floated  by  Administration  personnel  that 
there  will  be  additional  burdens  for  Federal  employees  such  as  cuts  in  the  Federal 
Employee  Health  Benefit  Program. 

I  would  like  to  say  here  that  as  an  American  citizen,  a  Federal  employee,  and  a 
Union  member,  I  support  ftilly  the  need  for  every  citizen  to  pay  his  or  her  fair  share 
in  order  to  reinvigorate  the  U.S.  economy.  However,  I  beUeve  that  President  Clin- 
ton's plan  as  presented  is  unfair.  As  a  group.  Federal  workers  have  contributed  in 
the  past  12  years  more  to  deficit  reduction  than  any  other  group  in  America.  For 
example,  since  1981  Federal  employees  have  sacrificed  more  than  $119  billion  in 
compensation  and  benefits  to  the  cause  of  Federal  budget  deficit  reduction.  On  top 
of  that,  of  the  $4. 1  bilUon  in  budget  reductions  the  Administration  has  proposed  for 
fiscal  year  1994,  68%  or  $3  billion  will  be  taken  from  Federal  employees  pay  and 
benefits.  I  believe  that  there  are  better  and  more  effective  ways  to  reduce  the  Fed- 
eral deficit  and  would  encourage  Congress  to  adopt  them. 

May  I  suggest  tiiat  the  American  people  would  be  better  served  if  the  Administra- 
tion, with  the  help  of  the  Congress,  would  ferret  out  and  eUminate  waste  in  Federal 
programs.  Everybody  talks  abwout  waste  in  Federal  programs,  but,  regrettably,  there 
is  no  focused,  planned  program  to  eliminate  or  reduce  that  waste. 

Madam  Cheiirwoman,  if  I  may  be  so  bold,  I  would  Uke  to  recommend  one  solution 
that  would  eliminate  waste  and  in  so  doing  would  make  a  significant  reduction  in 
the  Federal  deficit.  My  suggested  solution  is  so  simple  that  it  just  might  work. 
Every  Federal  manager  knows  where  there  is  waste  (perhaps  it  would  be  less  objec- 
tionable if  I  use  the  term  "fat")  in  his  or  her  program.  It  is,  and  has  been,  the  prac- 
tice in  the  Federal  Government  to  preserve  and  retain  this  "fat"  for  use  in  future 
"lean"  budget  days.  Senior  Federal  managers,  and  certainly  SES  employees,  compete 
for  performance  bonuses  each  year.  May  I  suggest  that  a  major  factor  in  determin- 
ing the  awarding  of  such  bonuses  be  tied  to  savings  that  the  manager  achieves  in 
his  or  her  program.  May  I  also  suggest  that  this  be  done  for  three  consecutive  years. 
At  the  end  of  this  period,  most  the  "fat"  will  have  been  eUminated.  In  the  fourth 
and  in  succeeding  years,  I  would  recommend  that  this  practice  be  continued,  but 
that  tills  bonus  rating  factor  be  given  less  weight.  Lest  you  fear  that  in  a  manager's 
eagerness  to  earn  a  bonus,  he  or  she  might  effect  savings  that  could  hurt  his  or  her 
F^erally  legislated  program,  I  should  point  out  that  it  is  most  unlikely  in  the  bu- 
reaucracy that  a  manager  would  seriously  undermine  the  program  that  supports  the 
reason  and  justification  for  his  or  her  salary. 

It  is  with  the  greatest  respect  that  I  offer  the  foregoing  for  your  consideration. 

I  would  Uke  to  conclude  with  this  final  thought.  It  used  to  be  a  position  of  pride 
to  be  a  pubUc  servant.  Now,  unfortunately.  Federal  emplojmtient  is  perceived  by 
many  as  the  bottom  of  the  employment  barrel  mainly  because  of  the  unflattering 
picture  painted  of  the  Federal  employee  by  previous  Administrations.  It  is  much 
more  difficvilt  to  attract  the  brightest  and  the  best  of  our  young  college  graduates 
to  Federal  Service  becaxise  the  Federal  employee  has  been  described  by  his  or  her 
leaders  as  a  wasteful  drain  on  the  country.  Many  of  us  have  had  cause  to  defend 
our  careers  to  those  who  accept  this  negative  definition  of  Government  employment. 
I  submit  that  it  is  unfair  to  withhold  the  scheduled  salary  increases  from  those  peo- 
ple who  carry  out  the  government's  programs  and  thus  further  add  to  the  perception 
that  the  Federal  employee  is  somehow  of  less  statute  and  importance  than  other 
workers.  Rather,  we  should  be  concerned  with  providing  a  Federal  pay  scale  that 
is  more  in  line  with  private  sector  pay  levels  presented  by  the  Congressional  Budget 
Office.  Then,  we  will  once  again  be  able  to  attract  the  brightest  and  the  best  to  the 
Federal  workforce  and  restore  its  tarnished  image  and  reputation. 

Again,  I  appreciate  this  opportunity  to  appear  here  today  to  present  my  views  and 
the  views  of  my  Local  on  the  proposed  pay  freeze.  This  concludes  my  testimony.  I 
will  be  pleased  to  answer  any  questions  you  may  have. 

Ms.  Norton.  Ms.  Jeanette  Devins. 

I  ask  you  to  be  mindful  of  the  time.  There  are  people  who  have 
sat  here  for  hours  and  have  had  to  leave  before  their  time  came 
because  it's  getting  so  late.  It  is  now  8  o'clock. 
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Ms.  Devins.  Madam  Chair,  and  other  subcommittee  members, 
my  name  is  Jeanette  Devins.  I  am  a  GS-11  public  service  specialist 
and  I  work  for  the  Patent  and  Trademark  Office  in  Arlington,  VA. 
I  am  the  president  of  Chapter  243  of  the  National  Treasury  Em- 
ployees Union  and  I  represent  approximately  2,000  employees.  The 
employees  that  I  represent  are  grades  1  through  13. 

Normally,  I  have  always  thought  that  the  annual  pay  increases 
were  given  to  offset  the  increase  in  my  cost  of  living.  The  pay  in- 
crease usually  matches  the  other  increases  I  experience  here  in  the 
Washington  area,  such  as  increases  in  health  care  and  condo  fees 
and  et  cetera.  There  is  no  reason  to  believe  that  just  because  I  do 
not  receive  a  pay  increase  that  the  cost  will  remain  low.  If  this  is 
the  case,  I  will  just  fall  further  and  further  behind. 

Additionally,  I  take  care  of  two  sick  parents  and  if  my  income 
falls  behind,  it  will  have  an  impact  on  them  and  my  ability  to  care 
for  them.  Further,  I  plan  to  purchase  a  home  this  year.  I  will  be 
unable  to  do  so  considering  such  purchase  without  a  cost-of-living 
increase. 

I  have  heard  about  the  possibility  of  increase  in  health  care  in- 
surance premiums.  There  is  no  question  that  any  increase  in  cur- 
rent health  care  will  affect  my  ability  to  continue  to  purchase 
health  care  coverage.  I  believe  I  am  pa3dng  a  lot  as  it  is  now.  While 
I  hate  to  think  about  the  possibility  of  canceling  my  insurance,  I 
also  have  to  think  about  the  important  issues  like  taking  care  of 
my  parents.  There  is  only  so  much  money  to  go  around  to  cover  all 
of  these  expenses.  A  pay  increase  in  1994  will  be  very  important 
to  me. 

The  most  objectionable  is  the  delay  in  the  comparability  increase. 
The  locality  pay  would  bridge  the  gap  between  public  and  private 
employees.  I  feel  that  it's  long  overdue. 

The  least  objectionable  is  the  $17  energy  tax.  We  believe  that 
this  is  fair  and  we  believe  that  this  is  something  that  Federal  em- 
ployees would  be  able  to  deal  with. 

Ms.  Norton.  Thank  you  very  much. 

[The  prepared  statement  of  Ms.  Devins  follows:] 

Prepared  Statement  of  Jeanette  Devins 

My  name  is  Jeanette  Devins.  I  am  a  GS-11  Public  Servant  Agent  at  the  Patent 
and  Trademark  Office  in  Arlington,  Va.  I  have  worked  for  the  Patent  and  Trade- 
mark Office  for  23  years. 

Normally,  I  have  always  thought  the  annual  pay  increases  were  given  to  account 
for  the  increases  in  my  cost  of  living.  The  pay  increase  usually  matches  the  other 
increases  I  experience  here  in  the  Washington  area,  such  as  an  increase  in  my  condo 
fee.  There  is  no  reason  to  believe  that  just  because  I  do  not  receive  a  pay  raise,  ev- 
eryone else  will  hold  down  their  costs.  If  this  is  the  case,  I  will  just  fall  farther  and 
farther  behind. 

In  addition,  I  take  care  of  my  parents  and  if  my  income  falls  behind,  it  will  have 
an  impact  on  them  as  well.  Furthermore,  I  had  planned  to  try  to  pvu-chase  a  home 
this  year.  I  will  be  unable  to  even  consider  such  a  piu-chase  without  an  increase  in 
my  salary, 

I  have  also  heard  about  a  possible  increase  in  my  health  insurance  premiums. 
There  is  no  question  tifiat  any  increase  in  the  current  premium  will  affect  my  ability 
to  continue  to  purchase  health  insurance  coverage.  I  believe  I  am  paying  a  lot  as 
it  is  now.  While  I  hate  to  think  about  the  possibility  of  canceUng  my  insurance,  I 
also  have  to  think  about  important  issues  like  taking  care  of  my  parents.  There  is 
only  so  much  money  to  go  around  to  cover  all  of  these  expenses.  A  pay  increase  in 
1994  will  be  very  important  to  me. 

Ms.  Norton.  Mrs.  Morella,  you  have  any  questions? 
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Mrs.  MORELLA.  No.  Again,  I  very  much  appreciate  not  only  your 
testimony  today  but  your  waiting  and  your  public  service. 

Ms.  Norton.  Very,  very  helpful  testimony  and  very  much  appre- 
ciated. 

I  want  to  call  now  our  third  panel,  Mr.  Chester  Lanehart  of 
Maryland,  Nancy  Hunt  of  Virginia,  Mr.  Patrick  Kavanagh  of  the 
District,  Mr.  Tom  Fugate  of  Virginia,  and  Ms.  Dianne  Lewis  of  the 
District. 

STATEMENTS  OF  PANEL  3:  CHESTER  LANEHART  OF  MARY- 
LAND; NANCY  HUNT  OF  VIRGINIA;  PATRICK  KAVANAGH  OF 
THE  DISTRICT  OF  COLUMBIA;  TOM  FUGATE  OF  VIRGINIA; 
AND  DIANNE  LEWIS  OF  THE  DISTRICT  OF  COLUMBIA 

Ms.  Norton.  May  I  ask  you  also  to  please  summarize  in  less 
than  3  minutes  as  a  courtesy  to  those  who  are  coming  after  you. 
There  are  people  who  have  been  sitting  here  since  they  got  out  of 
work  and  it  got  so  late  that  they  have  gone  home.  So,  I  am  holding 
people  to  the  3  minute  limit.  Don't  tempt  me. 

It's  very  important  to  hear  from  you,  but  it's  important  to  hear 
from  everyone.  So,  we  don't  want  to  lose  people.  Watch  the  lady  in 
the  comer  who  has  the  3  minute  sign. 

Let's  begin  with  Mr.  Lanehart. 

Mr.  Lanehart.  My  name  is  Chester  Lanehart  and  I'm  a  Federal 
firefighter  at  Andrews  Air  Force  Base.  I've  been  a  Federal  fire- 
fighter for  the  last  35  years.  I'm  president  of  my  local,  1615  at  An- 
drews. 

I  want  to  thank  you  and  your  committee  members  in  giving  us 
your  time  this  evening.  I  would  like  to  give  you  the  firsthand  infor- 
mation of  why  the  Federal  firefighter  needs  to  have  equal  pay  and 
shorter  hours  and  they  cannot  accept  a  freeze  on  their  pay  as  well 
as  cutting  their  benefits. 

Over  the  last  2  years,  0PM  has  conducted  a  survey  between  the 
non-Federal  firefighter  and  the  firefighters  in  the  Federal  sector. 
The  survey  will  show  there  is  at  least  a  22  percent  gap  and  as 
much  as  a  67  percent  gap  in  pay.  The  survey  covered  all  areas  of 
the  United  States  and  just  within  the  Federal  firefighters  them- 
selves. 

Recruitment  and  retention  within  the  Federal  firefighters  is  very 
high  and  in  the  lower  grades,  the  GS-3s  and  GS-4s,  there's  a  com- 
plete turnover.  With  President  Clinton  wanting  to  close  more  mili- 
tary bases  as  well  as  cap  the  pay  of  the  Federal  employees,  this 
gap  will  even  get  much  bigger. 

I  agree  the  turnover  will  not  be  as  much  due  to  the  fact  that 
there  would  be  no  jobs  and  fewer  jobs  within  the  private  sector. 
The  Federal  firefighter  and  the  Federal  employee  will  stay  where 
he's  at.  He  ain't  going  nowhere. 

The  attachment  is  for  your  review,  that  I  gave  you.  This  is  part 
of  the  0PM  study  on  the  Federal  firefighter.  It  will  show  a  Federal 
fireman's  starting  pay  is  $25,000  a  year  for  a  72  hour  week,  or 
3,744  hours  a  year,  whereas  a  municipal  fire  department  the  start- 
ing pay  is  $26,000  a  year  for  a  56  hour  week.  Federal  employees 
normally  work  a  40  hour  work  week,  which  is  2,080  hours  a  year. 
This  is  not  the  case  for  a  Federal  firefighter  and  most  grades  are 
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GS-4s,  GS-5s,  GS-6s  and  GS-7s.  I'm  a  GS-7  with  35  years  in  the 
Federal  service. 

The  President's  cut  as  well  as  a  freeze  on  the  Federal  pay  will 
only  hurt  the  Federal  firefighters.  The  Federal  employee  has  a  long 
history  of  abuse,  as  you  know,  for  the  past  years.  The  salaries  have 
been  used  as  a  political  fighter  and  resulted  in  a  wide  disparity  be- 
tween the  Federal  worker  and  the  private  sector.  The  Federal  fire- 
fighter is  no  different. 

In  closing,  I'd  like  to  thank  you  again  in  hopes  that  the  Federal 
firefighter  and  the  Federal  employee  will  not  be  the  victim  in  1993. 

If  there  are  any  questions,  I  would  like  to  try  to  answer  them. 

Ms.  Norton.  Appreciate  your  testimony,  Mr.  Lanehart. 

[The  prepared  statement  of  Mr.  Lanehart  follows:] 

Prepared  Statement  of  Chester  LAhfEHART 

My  name  is  Chester  Lanehart,  a  Federal  firefighter  at  Andrews  Air  Force  Base. 
I  have  been  a  Federal  firefighter  at  Andrews  for  the  last  35  years. 

I  want  to  thank  you  and  your  committee  members  for  giving  us  your  time  this 
evening.  I  would  like  to  give  you  first  hand  information  on  why  the  Federal  fire- 
fighter need  to  have  equal  pay  and  shorter  hours,  and  can  not  accept  a  fi-eeze  on 
their  pay  as  well  as  in  their  benefits. 

Over  the  last  2  years  0PM  conducted  a  survey  between  the  non-federal  fire  de- 
partments and  the  Federal  fire  departments. 

This  survey  will  show  there  is  at  least  a  22%  gap  to  as  much  as  67%  gap  in  pay. 
The  survey  covered  aU  areas  of  the  United  States  just  within  the  Federal  fire- 
fighters. 

Recruitment  and  retention  within  the  Federal  firefighters,  is  very  high  in  the 
lower  grades  (GS-3,  4,  5). 

With  President  Clinton  wanting  to  close  more  mihtary  bases  and  as  well  gap  the 
pay  of  the  Federal  employees,  this  gap  will  get  much  bigger.  I  will  agree  the  turn 
over  will  not  be  as  much,  due  to  the  fact  there  will  be  no  jobs  or  fewer  jobs  within 
the  private  sector.  The  Federal  firefighter  and  Federal  employee  wiU  stay  where  he 
is  at. 

The  attachment  is  for  your  review.  This  is  a  part  of  OPM's  study  on  the  Federal 
firefighter.  It  will  show  a  Federal  firefighter  starting  pay  being  ($25,421  for  a  72 
hovirs  per  week  or  3744  hours  for  a  year),  whereas  the  municipal  fire  departments 
starting  pay  is  ($26,916  for  a  56  hour  week  or  2912  hours  per  year).  Remember  a 
40  hour  work  week  for  a  Federal  employee  per  year  in  2080  hours  per  year.  Most 
grades  with  the  DC  area  are  on  the  average  of  GS-8,  9,  10.  This  is  not  the  case 
for  a  Federal  firefighter,  most  grades  are  GS-4,  5,  6,  7. 

The  Presidents  cut  as  well  as  freeze  on  Federal  pay  will  only  hurt  the  Federal 
firefighter.  The  Federal  employee  has  a  long  history  of  abuse  as  you  know  for  the 
past  years,  the  salaries  have  been  used  as  political  fodder  that  resulted  in  a  wide 
disparity  between  Federal  workers  and  the  private  sector.  The  Federal  firefighter 
is  no  different. 

In  closing  I  would  like  to  thank  you  again  in  hope  the  Federal  firefighter  and  the 
Federal  employee  will  not  be  the  victim  in  1993. 

If  there  is  any  questions  you  may  want  to  ask  I  wiU  try  to  answer  them. 
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COMPENSATION  OF  FIRE  FIGHTERS 

CALCULATIONS,  BENEFITS,  HOURS 

MUNICIPAL   AND   FEDERAL 


International  Association  of  Fire  Fighters 
Copyright  1992  lAFF 
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OTHER  FACTORS  CONSIDERED  IN  PAY 
CALCULATIONS 

1.  Scheduled  Hours  vs  Total  Hours  Worked 

Cost  per  Hour  =  Total  Compensation  /  Total  Hours  Worked 

2.  Leave  Hours 

3.  Holiday  Hours 

4.  Personal  Hours 

5.  Sick  Leave 

6.  Ranks 

7.  Pay  Differentials 

8.  Steps  in  Grade 
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SCHEDULED   AVERAGE  WORK  WEEK 

HOURS 

United  States  50.8 

Northeast  (U.S.)  42.0 

Southern  (U.S.  52.4 

Midwest  (U.S.)  52.3 

Western  (U.S.)  55.0 

Canada  42.0 
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AVERAGE  U.S.  MUNICIPAL  FIRE  FIGHTER 
PAY  AND  ALLOWANCES   (Excluding  Overtime) 


I.  BASE  II.  BASE  HI.  BASE 

PLUS  PLUS  OTHER  PER 

OTHER  HOUR  WORKED 


526,916  $11.11 

534,215  $14.50 

535,477  $15.25 

536,163  $15.75 

536,401  $15.93 


534,340  $14.70 


Start 

$25,478 

5yrs. 

$32,197 

10  yrs. 

$33,001 

15  yrs. 

$33,283 

19  yrs. 

$33,336 

Average 

Per  Year 

For  20  Years: 

$32,013 
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AVERAGE  U.S.  FEDERAL  FIRE  FIGHTER 
PAY  AND  ALLOWANCES 


I.BASEl  II.  BASE  HI.  BASE 

PLUS  PLUS  OTHER  PER 

OTHER2  HOUR  WORKED 


$25,421  $7.00 

$28,660  $8.11 

$30,330  $8.58 

$32,000  $9.44 

$32,832  $9.68 


$29,834  $8.51 


Start 

$17,685 

5  yrs. 

$20,046 

10  yrs. 

$21,226 

15  yrs. 

$22,406 

19  yrs. 

$22,994 

A\'erage 

Per  Year 

For  20  Years: 

$20,871 

^Baic  salaPv-  shown  is  for  classification  of  fire  fighter  at  the  GS-5  level. 

-Is  inclusive  of  uniform  allowance,  the  25%  premium  pay  and  Fair  Labor  Standards  Act  (FLSA) 

overtime- -pay. 
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BREAKDOWN   OF  1991  FIRE  FIGHTERS' 

WAGE   INCREASES 

IN  THE  U.S.  AND  CANADA 


Percentage  Percentage  of 

Wage  Increase  lAFF  Affiliates 


0.0  -  2.0%  7.4% 

2.1  -  4.0%  25.9% 

4.1  -  6.0%  46.9% 

6.1  -  8.0%  12.3% 

8.1  - 10.0%  4.9% 

10.1  -  12.0%  2.6% 

100.0% 
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MINUTES  OF  THE  TENTH  MEETING  OF 

THE  DIRECTOR'S  ADVISORY  COMMITTEE  ON  LAW  ENFORCEMENT 

AND  PROTECTIVE  OCCUPATIONS 


Date:      December  16,  1992 

Time:      1:30  p.m.  to  3:00  p.m. 

Place:     U.S.  Office  of  Personnel  Management 
1900  E  Street  NW. ,  Room  5A06A 
Washington,  DC 

Attendance: 

Members  -  See  list  at  Attachment  1. 
Public  -  Approximately  50 

Documents  Received,  Issued,  or  Approved  by  the  Committee: 

Attachment  3  contains  copies  of  documents  received 
by  committee  members  and  the  public.  These 
documents  are  hereby  incorporated  into  the  meeting 
minutes  and  are  available  to  the  public  in  the  0PM 
Library,  Theodore  Roosevelt  Federal  Building,  1900 
Street  NW. ,  Washington,  DC  20415. 
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SUMMARY  OF  PROCEEDINGS 


Opening  Remarks 

OPM  Acting  Director  Douglas  A.  Broolc  welcomed  the  advisory 
committee  members  to  the  tenth  meeting  of  the  Director's  Advisory 
Committee  on  Law  Enforcement  and  Protective  Occupations.    Mr. 
Brook  said  that  the  purpose  of  the  meeting  was  to  complete  work 
on  the  firefighter  proposal,  as  was  done  for  law  enforcement 
officers  at  the  preceding  advisory  committee  meeting.   Phyllis 
Foley  would  present  the  OPM  staff  proposal,  and  committee  members 
would  be  given  a  copy  of  the  materials  used  in  the  briefing.   Mr. 
Brook  recommended  that,  after  the  presentation,  committee  members 
first  ask  questions  of  fact  and  then  provide  advocacy  positions. 

Mr.  Brook  stated  that,  although  he  had  been  fully  briefed  on  the 
issues  of  the  firefighter  study,  he  felt  it  was  important  for  him 
to  hear  members'  views  before  he  made  a  final  decision  on  the  OPM 
proposal.   He  suggested  that  committee  members  have  a  2-week 
period  to  submit  comments.   With  no  objections,  he  requested  that 
written  comments  on  the  staff  proposal  be  submitted  to  OPM  by 
December  30,  1992. 

Mr.  Brook  then  introduced  Phyllis  Foley,  Director  of  OPM's 
internal  Law  Enforcement  and  Protective  Occupations  Task  Force, 
to  present  the  OPM  staff  proposal  on  firefighter  pay  and  job 
evaluation  reform. 

OPM  Staff  Presentation 

Ms.  Phyllis  Foley  began  her  presentation  (see  attachment  #2)  by 
explaining  that  there  would  be  a  short  review  of  the  study's 
findings  before  the  presentation  of  the  OPM  staff  proposal. 

Ms.  Foley  reviewed  the  reasons  for  the  study,  which  began  2  years 
ago  and  was  conducted  simultaneously  with  the  law  enforcement 
officer  study.   First,  there  has  been  a  long  history  of  Federal 
firefighters'  dissatisfaction  with  pay  for  hours  worked, 
especially  as  compared  to  municipal  firefighters.   Second,  staff 
counted  at  least  16  legislative  proposals,  since  the  mid-1960 's, 
to  reduce  firefighter  workweeks  and/ or  reform  pay.   Third,  there 
has  been  concern  that  the  General  Schedule  (GS)  job  evaluation 
system  may  not  be  the  most  appropriate  system  for  firefighters, 
since,  like  police  officers,  they  are  neither  white-collar  nor 
blue-collar  employees. 

Next,  the  coverage  of  the  study  was  presented.   Most  firefighters 
are  structural  firefighters  classified  to  the  GS-081,  Fire 
Protection  and  Prevention  Series.   About  95  percent  of  GS-081 
structural  firefighters  work  for  the  Department  of  Defense  (DOD) . 


108 


Wildland  firefighters  are  generally  assigned  to  forestry 
technician  jobs,  GS-4  62,  and  work  for  the  Departments  of 
Agriculture  and  the  Interior.   Although  some  park  rangers  carry 
"red  cards,"  most  work  part-time  as  firefighters  and  were  not 
included  in  this  study. 

Ms.  Foley  then  presented  the  major  firefighter  issues  identified 
during  the  study.   First,  Federal  firefighters  generally  work 
longer  hours  for  lower  pay  than  municipal  firefighters.   The 
majority  of  DOD  firefighters  work  72-hour  workweeks,  while  the 
modal  work  schedule  for  municipal  firefighters  is  56  hours  per 
week.   Based  on  0PM' s  survey  of  State  and  local  fire  departments, 
entry-level  pay  gaps  between  Federal  and  non-Federal  firefighters 
are  as  follows:   the  hourly  pay  rate  gap  averages  67  percent;  and 
the  total  gap  in  annual  pay  averages  2  2  percent.   0PM 's  survey 
was  dominated  by  large  municipal  firefighter  departments  on  the 
east  and  west  coasts.   Because  of  this,  0PM  staff  also  reviewed  a 
firefighter  survey  conducted  by  the  International  City  Management 
Association  (ICMA) ,  which  consisted  of  1,100  responses,  with  more 
small  fire  departments  and  locations  throughout  the  nation 
responding.   Based  on  the  ICMA  survey,  there  is  a  45  percent 
hourly  rate  pay  gap  at  entry  between  Federal  and  non-Federal 
firefighters  and  a  3  percent  gap  in  annual  pay  at  entry. 

The  second  issue  is  that  firefighter  pay  calculations  must  be 
simplified.   Before  firefighters  were  placed  under  the  Fair  Labor 
Standards  Act  (FLSA) ,  pay  calculations  were  relatively  simple. 
However,  as  a  result  of  FLSA  coverage  in  1974,  firefighters 
received  an  increase  in  pay,  but  the  calculations  became  nearly 
incomprehensible.   Another  problem  occurs  when  24-hour  shift 
firefighters  attend  training  classes  on  an  8-hour  per  day 
schedule.   Finally,  severe  pay  compression  problems  can  result 
when  a  firefighter  becomes  a  supervisor  and  loses  overtime  pay. 
The  pay  compression  results  from  the  following:   (1)  movement 
from  FLSA-nonexempt  to  exempt  status,  and  (2)  movement  from  a  24- 
hour  shift  schedule  to  an  8 -hour  shift  schedule. 

Ms.  Foley  referred  to  the  0PM  survey  results  on  nationwide 
average  annual  pay  and  hourly  pay  rates  for  nonsupervisory 
firefighters.   On  average,  the  nationwide  annual  gap  for  full 
performance  level  (FPL)  firefighters  is  14  percent,  while  the 
maximum  hourly  rate  gap  is  52  percent;  the  annual  and  hourly 
entry  gaps  are  22  and  67  percent,  respectively.   (The  maximum 
hourly  rate  gap  is  significantly  larger  because  municipal 
firefighters  typically  work  56  hours  a  week,  while  Federal 
firefighters  typically  work  72  hours  a  week.)   It  is  important  to 
note  that  the  nationwide  averages  mask  regional  pay  variations 
between  Federal  and  non-Federal  firefighters.   San  Francisco,  for 
example,  has  a  119  percent  hourly  pay  rate  gap  at  entry  level  and 
77  percent  at  the  FPL;  the  annual  pay  gap  is  70  percent  at  entry 
and  34  jpercent  at  FPL.   In  comparison,  San  Antonio  had  an  entry 
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hourly  pay  rate  gap  of  11  percent  and  FPL  gap  of  14  percent; 
entry-level  annual  pay  was  12  percent  ahead,  with  no  gap  at  FPL. 

M3.  Foley  then  summarized  firefighter  recruitment  and  retention 
issues.   Based  upon  OPM's  survey  of  non-Federal  firefighters,  few 
recruitment  and  retention  problems  exist  in  State  and  local  fire 
departments.   However,  Federal  firefighters  have  high  attrition 
rates  at  entry  level.   The  normal  entry-level  grade  for 
firefighters  is  GS-4 ,  at  which  the  quit  rate  is  6.4  percent.   The 
wildland  firefighters  have  little  turnover  at  all  grades.   Quit 
rates  for  structural  and  wildland  firefighters  are  lower  than  for 
the  rest  of  the  GS  workforce  at  these  grade  levels. 

Ms.  Foley  reiterated  the  major  firefighter  issues  the  staff 
proposal  addresses:   the  complex  pay  formula;  supervisory  pay 
inversion;  and  the  pay  gap,  to  the  extent  necessary  and  feasible 
for  the  Federal  Government. 

Ms.  Foley  then  presented  the  0PM  staff  proposal  and  stated  that 
Mr.  Brook  had  not  yet  made  a  final  decision  but  wanted  to  hear 
committee  members'  views.   Staff  recommended  that  the  proposal 
cover  all  GS-081  firefighters  regardless  of  their  tour  of  duty. 
Wildland  firefighters  were  not  covered  under  the  proposed  system 
for  the  following  reasons:   other  duties  are  the  basis  for  their 
grades,  which  tend  to  be  higher  than  those  for  GS-081 
firefighters;  hazard  pay  is  granted,  since  firefighting  is  not 
the  primary  reason  for  these  positions;  and  problems  were  not 
found  in  the  current  pay  and  job  evaluation  system  for  wildland 
firefighters. 

Staff  closely  examined  the  job  evaluation  system  for  GS-081 
firefighters  but  recommended  no  change  at  this  time.   The  new 
firefighter  classification  standard  should  be  given  a  chance  to 
work  before  recommending  another  job  evaluation  system.   Ms. 
Foley  noted  that  this  issue  could  be  revisited  if  problems  arose 
at  a  later  date. 

Ms.  Foley  then  discussed  the  basic  pay  structure  for  the  proposed 
system.   She  stated  that  the  proposed  structure  abolishes  standby 
duty  pay.   Instead,  0PM  staff  proposed  that  a  reduced  hourly 
rate — 40/53rds  of  the  regular  GS  hourly  rate — apply  to  24-hour 
shift  firefighters,  since  not  all  hours  are  work  hours,  e.g., 
time  is  used  for  sleep  and  meal  breaks.   The  40/53rds  rate  was 
derived  from  the  FLSA  overtime  standard  of  53  hours  for 
firefighters.   The  8-hour  shift  employees,  primarily  inspectors 
and  supervisors,  would  receive  the  regular  GS  hourly  rate  of  pay. 

Ms.  Foley  continued  the  presentation  with  information  on  the  0PM 
staff  proposal  for  overtime  pay.   These  overtime  pay  proposals 
would  eliminate  standby  duty  pay  but  grant  overtime  pay  at  1.5 
times  the  revised  hourly  rate.   0PM  staff  recognized  that 
firefighters  are  usually  assigned  one  of  two  basic  work 
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schedules — the  typical  24-hour  shift  or  an  8-hour  shift.   For  all 
nonexempt  24-hour  shift  firefighters  who  work  more  than  53  hours 
per  week  (or  106  hours  per  pay  period) ,  FLSA  overtime  would  be 
paid.   This  proposal  would  cover  the  majority  of  Federal 
firefighters,  since  most  work  24-hour  shifts.   For  those 
firefighters  who  work  regular  8-hour  shifts,  overtime  pay  would 
be  paid  for  hours  in  excess  of  the  4  0-hour  workweek. 

For  24-hour  shift  firefighters,  the  hourly  overtime  rate  would  be 
1.5  times  the  applicable  40/53rds  rate  (capped  at  40/53rds  of  the 
GS-10,  step  1,  rate  for  exempt  firefighters) .   For  8-hour  shift 
firefighters  who  work  overtime  that  is  not  part  of  a  2 4 -hour 
shift,  staff  recommends  paying  overtime  pay  at  1,5  times  the 
regular  GS  hourly  rate  (capped  at  the  GS-10,  step  1,  rate  for 
exempt  firefighters) . 

For  8-hour  shift  nonexempt  firefighters  who  perform  overtime  work 
during  a  shift  of  2  4  hours  or  more,  staff  recommended  that  they 
be  paid  the  higher  of  the  following  two  pay  calculations:   (1) 
1.5  times  the  GS  hourly  rate  for  overtime  hours,  excluding  bona 
fide  sleep  hours;  or  (2)  1.5  times  the  4  0/53rds  firefighter 
hourly  rate  for  all  overtime  hours.   Ms.  Foley  noted  that  the 
second  option  would  generally  provide  a  higher  rate  unless  sleep 
time  is  interrupted.   For  FLSA-exempt  firefighters,  the  overtime 
rate  would  be  capped  at  1.5  times  the  40/53rds  rate  of  GS-10, 
step  1,  pay. 

Other  recommended  pay  flexibilities  include  retained  pay  during 
training,  technician  pay,  and  .authority  to  hire  above  the  minimum 
rate.   The  first  recommendation  would  ensure  that  firefighters 
maintain  their  regular  rate  of  pay  even  when  their  hours  are 
reduced  as  a  result  of  training.   Under  this  proposal,  a  24-hour 
shift  employee  would  be  afforded  the  full  regularly  scheduled 
rate  of  pay  for  a  period  of  up  to  2  weeks,  regardless  of  the 
training  work  schedule.   Ms.  Foley  also  noted  that  this 
flexibility  would  ensure  that  employees  would  not  lose  regular 
overtime  pay.   She  then  explained  that  the  other  two 
flexibilities  were  similar  to  the  0PM  staff  proposal  for  law 
enforcement  employees.   The  second  recommendation  would  authorize 
agencies  to  pay  up  to  $1,500  a  year  for  special  skills  and 
certification  requirements,  such  as  emergency  medical  technician 
(EMT)  and/or  hazardous  materials  handling  certification.   The 
$1,500  a  year  amount  was  derived  from  information  gathered  from 
municipal  fire  departments.   Third,  0PM  would  grant  blanket 
authority  for  agencies  to  hire  firefighters  above  the  minimum  pay 
rate  when  needed  to  compete  in  the  marketplace. 

Ms.  Foley  summarized  the  effects  of  the  proposed  changes  on 
firefighters'  regular  take-home  pay.   For  72-hour  workweek 
employees,  nonexempt  firefighters'  pay  would  increase  by  8.7 
percent-,"  while  exempt  firefighters'  pay  would  increase  by  13  to 
23  percent.   (The  range  of  resulting  pay  increases  for  FLSA- 
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exempt  firefighters  is  caused  by  the  GS-10,  step  1,  overtime  pay 
cap.)   For  56-hour  workweek  employees,  nonexempt  firefighters' 
pay  would  decrease  by  3 . 9  percent.   For  exempt  firefighters  on  a 
"40  plus  16"  hour  schedule,  pay  would  increase  by  14  to  26 

percent. 

Ms.  Foley  then  described  the  last  recommendation,  which  pertained 
to  creditable  basic  pay  for  retirement  purposes.   She  stated  that 
under  the  current  system  all  standby  duty  pay  is  creditable  for 
retirement  purposes.   Since  standby  pay  would  be  eliminated  under 
this  proposal,  0PM  staff  recommends  that  a  portion  of  overtime 
pay  become  creditable  for  retirement  purposes.   Under  the  0PM 
staff  proposal,  firefighters  would  receive  retirement  credit  of  1 
percent  of  basic  pay  for  each  hour  of  regular  overtime  in  the 
workweek.   Thus,  firefighters  with  a  7 2 -hour  workweek  would  have 
119  percent  of  basic  pay  credited  for  retirement  purposes. 

Ms.  Foley  concluded  the  presentation  with  the  estimated  annual 
cost  of  the  staff  proposal,  noting  that  cost  would  be  an  issue 
since  everyone  is  very  concerned  about  budget  matters.   The 
estimated  annual  costs  are  as  follows:   $22  million  for  nonexempt 
firefighters,  plus  $12  million  for  exempt  firefighters,  for  a 
total  of  $34  million. 

Ouestion-and-Answer  Period 

Mr.  Lynn  Gilroy  of  the  Federal  Firefighters  Association  asked  how 
pay  would  be  affected  when  an  employee  takes  annual  or  sick 
leave. 

OPM  Staff  member  Bryce  Baker  responded  that  0PM  was  not  proposing 
to  change  the  way  leave  was  accrued  and  that  employees  would  not 
suffer  a  loss  in  pay. 

Ms.  Sandra  Adams-choate  of  the  American  Federation  of  Government 
Employees  indicated  concern  for  firefighters  at  the  Department  of 
Veterans  Affairs  (VA)  with  unusual  work  schedules  and  questioned 
how  they  would  fit  into  the  proposed  pay  changes. 

Ms.  Foley  noted  that  staff's  intent  was  to  cover  two  types  of 
work  schedules,  but  mentioned  that  staff  would  talk  with  VA  about 
scheduling  practices  of  which  we  may  not  be  aware. 

Ms.  Bobbie  Kelly  of  DOD  thanked  OPM  staff  for  its  hard  work  and 
requested  that  DOD  be  allowed  to  see  staff's  cost  figures  for  the 
proposal. 

Ms.  Foley  expressed  her  willingness  to  share  costing  information 
with  DOD,  since  they  employ  the  majority  of  Federal  firefighters. 
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Mr.  Gilroy  noted  that  any  one  training  class  could  last  2  weeks 
and  that  firefighters  may  attend  more  than  2  weeks  of  training  in 
a  year. 

Bryce  Baker  asked  Mr.  Gilroy  for  the  estimated  time  period  and 
number  of  training  classes  per  year. 

Mr.  Gilroy  stated  that  different  schools  have  different  schedules 
and  that  the  firefighters  should  not  be  penalized  for  attending 
training,  since  the  Federal  Government  benefits  from  such 
training. 

Mr.  Brook  requested  that  Mr.  Gilroy  provide  staff  with  any 
information  he  may  have  on  the  amount  of  training  firefighters 
receive  in  1  year. 

Ms.  Kelly  said  that  DOD  could  also  provide  such  information. 

Mr.  Chester  Lanehart,  a  member  of  the  public,  provided  training 
information  that  he  knew  about  through  the  Department  of  the  Air 
Force.   He  stated  that  most  schools  offer  2-3  week  classes  and 
that  an  EMT  class,  for  example,  might  last  80  to  100  hours.   He 
indicated  that  training  has  been  a  subject  of  concern  for  many 
firefighters  and  that  2  weeks  per  year  would  not  be  long  enough. 

Mr.  Brook  emphasized  that  the  proposal  was  an  attempt  to  solve  a 
problem,  not  create  one. 

Mr.  Bob  Keener  of  the  Hational  Federation  of  Federal  Employees 

questioned  the  rationale  for  the  limitation  on  training. 

Ms.  Foley  explained  that  staff  believed  2  weeks  was  reasonable 
based  on  the  factfinding  visits.   During  the  visits,  discussions 
revealed  that  most  training  courses  were  held  at  the  fire 
stations  during  regular  working  hours. 

OPM  staff  member  Jeffrey  Miller  asked  if  training  schedules  vary 
for  first-year  firefighters  versus  seasoned  firefighters  and  if 
such  information  could  be  provided  to  staff. 

Ms.  Adams-Cboate  stated  her  concerns  with  the  percentages 
creditable  for  retirement  purposes.   She  noted  that  the  Federal 
Government  must  be  cost  conscious,  but  objected  to  reductions  in 
retirement  basic  pay. 

Ms.  Foley  explained  that  staff  had  attempted  to  come  up  with  a 
rational  approach  and  felt  that,  in  light  of  the  9-percent  pay 
increase,  the  reduction  in  retirement  basic  pay  was  reasonable. 

Chief  Edward  Stillwell  of  the  Naval  District  Fire  Department  of 
the  District  of  Columbia  asked  for  clarification  on  the  effect  of 
the  proposed  pay  changes  on  a  nonexempt  firefighter  who  works  a 
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56-hour  workweek — i.e.,  40  plus  16  hours.   The  chart  showing  the 
effect  of  the  proposed  pay  changes  seemed  to  indicate  a  reduction 
in  pay  of  3.9  percent. 

Mr.  Baker  stated  that  there  was  no  line  on  the  chart  for 
nonexempt  firefighters  on  a  "40  plus  16"  schedule.   If  such  a 
line  were  added,  it  would  show  that  these  firefighters  would  not 
receive  a  reduction  in  pay,  but  they  would  be  granted  an  increase 
in  pay  of  over  2  0  percent.   Under  the  proposal,  these 
firefighters  would  generally  receive  time-and-one-half  overtime 
pay  using  the  40/53rds  rate  for  hours  over  40  per  week. 

Mr.  Gilroy  mentioned  that  it  would  take  considerable  time  and 
effort  to  train  personnel  offices  on  this  information. 

Mr.  Lanebart  asked  for  clarification  on  the  amount  of  overtime 
pay  creditable  for  retirement  for  a  firefighter  who  works  a  72- 
hour  workweek. 

Ms.  Foley  explained  that  firefighters  with  a  72-hour  workweek 
would  have  119  percent  of  basic  pay  credited  for  retirement 
purposes.   Firefighters  on  that  schedule  currently  have  125 
percent  credited  as  retirement  basic  pay. 

Mr.  Keener  stated  that  the  proposal  still  results  in  a  6  percent 

drop  in  annuity. 

Mr.  Navin  Mehta,  a  member  of  the  public,  asked  for  clarification 
regarding  the  effect  of  the  proposal  on  nonexempt  "40  plus  16" 
fire  inspectors. 

Mr.  Baker  reiterated  that  "40  plus  16"  firefighters  would 
experience  an  increase  in  pay,  since  they  would  receive  time-and- 
one-half  overtime  pay  (generally  1.5  times  the  40/53rds  rate  for 
16  overtime  hours) . 

Mr.  Fred  Mesbitt  of  tbe  International  Association  of  Firefighters 

mentioned  that  the  proposal  did  not  include  information  on  how 
firefighters  would  progress  through  the  scale.   For  example,  non- 
Federal  firefighters  move  up  the  pay  scale  in  a  shorter  time 
period.   His  second  concern  involved  the  ICMA  data  and  whether 
that  survey  contained  mixed  (volunteer  and  non-volunteer)  fire 
departments . 

Ms.  Foley  said  that  staff  did  not  consider  the  GS  steps  to  be  a 
problem  and  that  the  GS  steps  are,  in  effect,  longevity  pay.   She 
also  indicated  that  the  ICMA  survey  compared  paid  firefighters  to 
paid  firefighters. 

Mr.  Gilroy  asked  what  would  happen  to  the  report  and  if  members 
would  receive  a  copy  of  the  report. 
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Mr.  Brook  stated  that  the  firefighter  report  was  not  the  result 
of  a  specific  mandate  and  that  he  was  considering  sending  the 
report  to  the  President's  Pay  Agent.   He  would  also  consider 
providing  copies  of  the  report  to  advisory  committee  members. 

Mr.  Nesbitt  asked  if  the  proposal  could  be  implemented  without 
changes  in  legislation. 

Ms.  Foley  stated  that  0PM  staff  was  not  recommending  changes  on 
anything  outside  of  title  5. 

Mr.  Baker  noted  that  legislation  would  likely  be  required  to  make 
a  portion  of  overtime  pay  creditable  for  retirement  purposes. 

Ms.  Kelly  noted  that  DOD  would  still  need  to  examine  the  budget 
impact  of  the  proposal. 

Chief  Stillwell  mentioned  that  agencies  are  commenting  about  the 
funds  necessary  for  any  changes  and  asking  where  fr.e  money  would 
come  from. 

Closing  Remarks 

Acting  Director  Brook  reminded  members  that  written  comments  on 
the  staff  proposal  should  be  submitted  to  0PM  by  December  30, 
1992.   He  stated  that  he  would  make  his  decisions  based  on  the 
information  heard  and  that  0PM  would  then  consider  submitting  the 
report  to  the  President's  Pay  Agent.   He  then  thanked  the  members 
for  their  attendance  and  adjourned  the  meeting. 
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Ms.  Norton.  Ms.  Nancy  Hunt  of  Virginia. 

Ms.  Hunt.  Good  evening.  My  name  is  Nancy  Hunt.  I'm  an  appel- 
late attorney  with  the  National  Labor  Relations  Board  and  speak 
now  on  behalf  of  myself  and  the  approximately  130  attorneys  work- 
ing at  agency  headquarters  here  in  Washington. 

I  want  to  use  my  3  minutes  to  tell  you  and  President  Clinton  and 
the  American  people  just  who  we  as  Federal  employees  are.  We  are 
the  middle  class.  We  are  the  mother  in  front  of  you  in  the  car  pool 
line  when  you  drop  your  children  off  at  school  each  morning.  We 
are  the  father  at  Little  League  with  rolled  up  shirt  sleeves  cheering 
as  his  son  rounds  third  base  and  heads  for  home.  We  are  the 
woman  at  the  grocery  store  trying  to  stretch  her  dollar  by  watching 
sales  and  cutting  coupons.  We  are  the  wife  who  struggles  to  sup- 
port her  family  after  her  husband  is  laid  off.  We  are  parents  look- 
ing at  our  children  with  love  and  hope  and  an  awesome  sense  of 
responsibility. 

We  are  also  an  easy  target.  We  know  that  many  Americans  see 
us  as  overpaid  and  under  worked,  but  we  know  that  we  do  a  fair 
day's  work  for  a  wage  lower  than  private  sector  employees  earn 
and  we  most  object  to  the  loss  of  comparability  pay  in  President 
Clinton's  plan. 

We  know  that  a  lot  of  people  in  this  country  would  be  happy  to 
see  Grovemment  employees  take  yet  another  hit.  But  we  are  not 
just  the  Government,  we  are  people  just  like  you,  proud  of  our 
country  just  like  you  and  determined  to  make  it  even  better.  We 
pay  our  taxes  and  when  President  Clinton's  new  tax  proposals  get 
through  Congress,  we  will  willingly  shoulder  the  increases  and 
make  the  shared  sacrifices  that  we  as  middle  class  Americans  have 
been  called  upon  to  make. 

But  frankly,  we  are  puzzled.  In  his  economic  proposals.  President 
Clinton  selected  two  groups  to  shoulder  a  greater  share  of  the  defi- 
cit reduction  burden  than  others.  First,  President  Clinton  told  us 
that  the  rich  would  face  the  greatest  increases  because  they  had 
paid  less  than  their  fair  taxes  for  so  long.  Now,  it  is  only  fair  and 
proper  that  they  pay  more.  And  that,  as  middle-class  Americans, 
we  can  understand. 

Next,  President  Clinton  told  us  that  Federal  Government  em- 
ployees would  also  be  forced  to  carry  a  greater  share  of  the  deficit 
reduction  burden  than  any  other  middle-class  Americans.  But 
we've  paid  our  fair  share  of  taxes  all  along.  We  haven't  enjoyed  a 
free  ride.  Without  explanation.  Government  workers  are  being 
asked  to  pay  more  toward  reducing  the  deficit  than  any  other  mid- 
dle-class Americans.  In  fact,  under  President  Clinton's  plan,  a  mid- 
dle-class Grovemment  worker  egiming  less  than  $40,000  a  year 
would  assume  a  financial  burden  equal  to  that  which  would  be  im- 
posed on  a  private  sector  individual  earning  over  $135,000  a  year. 

Why  us?  Why  have  Federal  Government  workers  alone  among 
the  middle  class  been  asked  to  shoulder  financial  burdens  reserved 
only  for  the  rich?  This  is  a  question  President  Clinton  must  be 
called  upon  to  answer.  Because  singling  out  Federal  Grovemment 
workers  in  this  manner  not  only  impacts  on  all  of  us  currently 
working  in  Government,  it  also  sends  a  message  to  the  young,  to 
future  generations  who  might  have  considered  a  career  in  public 
service.  It  says,  "You  will  not  be  valued  or  respected  if  you  work 


119 

here."  It  says,  "Look  elsewhere,"  and  I  fear  what  that  portends  for 
our  country's  future. 

Ms.  Norton.  Thank  you  very  much,  Ms.  Hunt. 

[The  statement  of  Ms.  Hunt  follows:] 

Prepared  Statement  of  Nancy  Hunt 

Good  evening.  My  name  is  Nancy  Hunt.  I  am  an  appellate  attorney  with  the  Na- 
tional Labor  Relations  Board  and  speak  now  on  behalf  of  myself  and  the  approxi- 
mately 130  attorneys  at  agency  headquarters  here  in  Washington,  DC.  I  want  to  use 
my  three  minutes  to  tell  you,  and  President  Clinton  and  the  American  people  just 
who  we  and  all  federal  employees  are. 

We  are  the  middle  class. 

We  are  the  mother  in  front  of  you  in  the  carpool  line  when  you  drop  your  children 
off  at  school  each  morning.  We  are  the  father  at  little  league  with  rolled-up  shirt 
sleeves  cheering  as  his  son  rounds  third  base  and  heads  for  home.  We  are  the 
woman  at  the  grocery  store  trying  to  stretch  her  dollars  by  watching  the  sedes  and 
cutting  coupons.  We  are  the  wife  who  struggles  to  support  her  family  after  her  hus- 
band is  laid  off.  We  are  parents  looking  at  our  children  with  love  and  hope  and  an 
awesome  sense  of  responsibility. 

We  are  also  an  easy  target.  We  know  that  many  Americans  see  us  as  overpaid 
and  underworked.  But  we  know  we  do  a  fair  days  work  for  a  wage  lower  than  pri- 
vate sector  employees  eeim  and  we  most  object  to  the  loss  of  comparability  pay  in 
President  Clinton's  proposal.  We  know  that  a  lot  of  people  in  this  country  would  be 
happy  to  see  Government  employees  take  yet  another  hit.  but  we  are  not  just  "the 
Government."  We  are  people,  just  like  you.  Proud  of  our  country,  just  like  you,  and 
determined  to  make  it  even  better. 

We  pay  our  taxes.  And  when  President  Clinton's  new  tax  proposals  get  through 
Congress,  we  will  willingly  shoulder  the  increases  and  make  the  shared  sacrifices 
that  we,  as  middle  class  Americans  have  been  called  upon  to  make. 

But,  frankly,  we're  puzzled. 

In  his  economic  proposals.  President  CUnton  selected  two  groups  to  shoulder  a 
greater  share  of  the  deficit  reduction  burden  than  others.  First,  President  Clinton 
told  us  that  the  rich  would  face  the  greatest  increases  because  they  had  paid  less 
than  their  fare  share  of  taxes  for  so  long.  Now,  it  is  only  fair  and  proper  fiiat  they 
pay  more.  And  that,  as  middle  class  Americans,  we  could  understand. 

Next,  President  Clinton  told  us  that  Federal  Government  employees  would  also 
be  forced  to  carry  a  greater  share  of  the  deficit  reduction  burden  than  other  middle 
class  Americans.  But,  we've  paid  our  fair  share  of  taxes  all  along.  We  haven't  en- 
joyed a  free  ride.  Without  explanation.  Government  workers  are  being  asked  to  pay 
more  towards  reducing  the  deficit  than  any  other  middle  Class  Americans.  In  fact, 
under  President  Clinton's  plan,  a  middle  class  Government  worker  eeiming  less  than 
$40,000  a  year  will  assume  a  financial  burden  equal  to  that  which  will  be  imposed 
on  a  private  sector  individual  earning  $135,000  a  year  {Washington  Post,  p.D2 
March  1,  1993).  Why  us?  Why  have  federal  Grovemment  workers  ^one  among  the 
middle  class  been  asked  to  shoulder  financial  burdens  reserved  only  for  the  rich? 
This  is  a  question  President  Clinton  must  be  caUed  upon  to  answer. 

Because  singling  out  Federal  Government  workers  in  this  manner  not  only  im- 
pacts on  all  of  us  currently  working  in  Government.  It  also  sends  a  message  to  the 
young,  to  future  generations  who  might  have  considered  a  career  in  Government 
service.  It  says:  You  will  not  be  valued  or  respected  if  you  work  here.  It  says:  Look 
elsewhere.  And  I  fear  what  that  portends  for  our  country's  future. 

Ms.  Norton.  Mr.  Kavanagh  of  the  District. 

Mr.  Kavanagh.  Madam  Chair,  members  of  the  committee,  my 
name  is  Patrick  Kavanagh,  also  of  the  NLRB  Professional  Associa- 
tion. We  are  professionals  who  have  devoted  our  careers  to  public 
service.  We  see  our  future  and  the  future  of  the  public  that  we 
serve  threatened  by  the  administration's  proposed  across-the-board 
spending  cuts  and  we  object  most  to  the  deferral  of  comparability 
pay. 

First,  it  is  important  to  point  out  that  the  employees  at  our  agen- 
cy harbor  an  enormous  amount  of  goodwill  toward  this  administra- 
tion and  toward  the  objectives  it's  trying  to  accomplish  by  the 
budget  proposal  it  submitted  to  Congress.  But  over  the  last  decade 
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and  now  3  years  into  this  one,  our  resources  have  been  cut  to  the 
bone.  Our  employees  perform  only  the  mission  that  Congress  has 
delegated  to  us:  to  administer  and  enforce  the  law.  We  operate  no 
programs,  we  administer  no  grants,  we  conduct  no  studies.  We 
handle  unfair  labor  practice  charges  and  run  union  representation 
elections.  That's  all  we  do. 

A  typical  morning  for  an  NLRB  field  agent  consists  of  getting  up 
well  before  dawn,  packing  a  primitive  fold-up  voting  booth  into  a 
trunk  of  her  car,  driving  2  hours  in  rush  hour  traffic  to  get  to  work 
to  oversee  500  factory  workers  to  vote  in  a  union  election  before 
they  report  to  work.  There  is  no  support  staff  traveling  along. 
There  are  no  cellular  phones  or  lap  tops  or  fax  machines  to  ease 
the  task.  In  fact,  a  board  agent  is  likely  to  be  using  her  own  car 
to  store  the  voting  booth. 

The  point  I  make  with  this  example  is  simple.  Like  all  agencies, 
we  now  face  a  large  volume  of  added  personnel  and  administrative 
cuts.  But  unlike  many  other  agencies,  90  percent  of  our  agenc^s 
budget  funds  only  two  things.  First,  the  pay  of  an  ever  dwindling 
number  of  employees  and  second,  the  rent  for  the  buildings  in 
which  we  work.  This  agency  will  be  crippled  by  another  round  of 
across-the-board  cuts  and  will  be  unable  to  serve  the  public  effec- 
tively. 

As  President  Clinton  pledged  for  himself  in  the  State  of  the 
Union  message,  we  welcome  and  accept  the  responsibility  of  doing 
our  job  well  for  the  American  people.  Our  work  ethic  is  strong. 
Many  of  our  most  talented  professionals  have  preserved  over  a  dec- 
ade of  harsh,  unfocused  cuts,  hiring  ceilings,  personnel  quotas,  five 
percent  here,  ten  percent  there. 

Across-the-board  cuts  in  personnel  and  administrative  expenses 
devalue  the  work  that  our  employees  can  achieve  for  the  American 
public.  They're  also  gimmicks  that  stand  in  the  way  of  real  Govern- 
ment efficiency.  By  real  efficiency  I  mean  employee  training  and 
the  ability  to  accommodate  modem  office  technology.  Without  the 
promise  of  holding  the  line  in  these  areas  as  we  proceed  into  the 
21st  century,  the  prospects  for  the  future  at  our  agency  are  very 
grim;  a  less  qualified,  less  trained,  under  staffed  work  force  crip- 
pled by  a  technologically  stagnant  work  environment.  As  our  em- 
ployees seek  greener  pastures  and  the  quality  and  quantity  of  our 
applicant  pool  contracts,  what  we'll  sacrifice  is  not  jobs  and  budget 
dollars,  but  the  confidence  of  the  American  public,  which  will  grow 
increasingly  hostile  to  the  Federal  Grovernment  and  toward  Federal 
employees. 

Break  the  cycle!  By  rejecting  across  the  board  personnel  and 
spending  cuts,  there's  a  real  opportunity  for  the  administration  and 
Congress  to  demonstrate  that  if  a  particular  program  or  project  is 
worth  doing  by  the  Federal  Grovemment,  it  is  worth  doing  well  by 
American  workers  who  are  paid  a  competitive  wage.  Hanging  in 
the  balance  is  the  effectiveness  and  dignity  of  Federal  Grovemment 
service. 

Thank  you  for  the  opportunity  to  address  the  committee. 

Ms.  Norton.  Thank  you,  Mr.  Kavanagh. 

[The  prepared  statement  of  Mr.  Kavanagh  follows:] 
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Prepared  Statement  of  Patrick  Kavanagh 

Madam  Chair,  Members  of  the  Committee.  My  name  is  Patrick  Kavanagh  of  the 
NLRB  Professional  Association,  a  union  representing  about  130  attorneys  at  the  Na- 
tional Labor  Relations  Board.  We  are  professionals  who  have  devoted  our  careers 
to  public  service.  We  see  our  future  and  the  future  of  the  pubUc  we  serve  threatened 
by  the  Administration's  proposed  across-the-board  spending  cuts. 

First,  it  is  important  to  point  out  that  the  employees  at  our  Agency  harbor  an 
enormous  well  of  good  will  toward  this  administration  and  toward  the  objectives  it 
is  trying  to  accomplish  by  the  budget  proposal  it  is  submitting  to  Congress.  But, 
over  the  last  decade  and  now  three  years  into  this  one,  our  resources  have  been  cut 
to  the  bone.  Our  employees  perform  only  the  mission  that  Congress  has  delegated 
to  us:  to  administer  and  enforce  the  law.  We  operate  no  programs;  we  administer 
no  grants;  we  conduct  no  studies.  We  handle  unfair  labor  practice  charges  and  run 
union  representation  elections.  That's  all  we  do! 

A  typical  morning  for  an  NLRB  field  agent  consists  of  getting  up  well  before 
dawn,  packing  a  primitive  fold-up  voting  booth  into  the  trunk  of  her  car,  driving 
two  hours  in  pre-rush  hour  traffic  to  get  to  a  work  site  to  oversee  500  factory  work- 
ers to  vote  in  a  union  election  before  they  report  to  work.  There  is  no  support  staff 
traveling  along;  there  are  no  cellular  phones  or  lap-tops  or  fax  machines  to  ease  the 
task.  In  fact,  the  Board  agent  is  likely  to  be  using  her  own  car  to  store  the  voting 
booth. 

The  point  I  make  with  this  example  is  simple:  Like,  all  agencies,  we  now  face  a 
large  volume  of  added  personnel  and  administrative  cuts.  But  unlike  many  other 
agencies,  90  percent  of  our  agency's  budget  funds  only  two  things:  One,  the  pay  to 
an  ever-dwindling  number  of  employees;  and  two,  and  the  rent  for  the  buildings  in 
which  they  work.  This  agency  will  be  crippled  by  another  round  of  across-the-board 
cuts  and  will  be  unable  to  serve  the  public  effectively. 

As  President  Clinton  pledged  for  himself  in  his  State  of  the  Union  message,  we 
welcome  and  accept  the  responsibility  of  doing  our  job  well  for  the  American  people. 
Our  work  ethic  is  strong.  Many  of  our  most  talented  professionals  have  persevered 
over  a  decade  of  harsh  unfocused  cuts — ^hiring  ceilings,  personnel  quotas,  five  per- 
cent one  year;  ten  percent  the  next. 

Across-the-board  cuts  in  personnel  and  administrative  expenses  devalue  the  work 
that  our  employees  can  achieve  for  the  American  public.  They  are  also  ginunicks 
that  stand  in  the  way  of  real  government  efficiency.  By  real  efficiency  I  mean  em- 
ployee training  and  the  ability  to  accommodate  modem  office  technology.  Without 
the  promise  of  holding  the  line  in  these  areas  as  we  proceed  into  the  Twenty-First 
Century,  the  prospects  for  the  future  at  our  agency  are  grim:  a  less  qualified,  less 
trained,  understaffed  workforce,  crippled  by  a  technologically  stagnant  work  envi- 
ronment. As  our  employees  seek  greener  pastures  and  the  quality  and  quantity  of 
our  applicant  pool  contracts,  what  we  will  sacrifice  is  not  jobs  and  budget  dollars 
but  the  confidence  of  the  American  public,  who  will  grow  increasingly  hostile  toward 
the  federal  government  and  toward  federaJ  employees. 

Break  the  cycle!  By  rejecting  across-the-board  personnel  and  spending  cuts,  there 
is  a  real  opportunity  for  the  Administration  and  Congress  demonstrate  that,  if  a 
particular  program  or  project  is  worth  doing  by  the  federal  government,  it  is  worth 
doing  well  by  American  workers  who  are  paid  a  competitive  wage.  Hanging  in  the 
balance  are  the  effectiveness  and  dignity  of  federal  government  service. 

Ms.  Norton.  Ms.  Lewis  of  the  District. 

Ms.  Lewis.  Good  evening.  My  name  is  Dianne  Lewis.  I'm  a  GS- 
6  secretary  with  the  U.S.  Department  of  Education.  I'm  also  a  sin- 
gle parent  to  two  teenage  children.  I'm  also  an  individual  with 
chronic  health  problems.  I'm  also  a  taxpaying  citizen  who  earns 
less  than  $30,000  a  year. 

I'm  here  to  give  testimony  before  you  this  evening  because  my 
employer,  the  U.S.  Government,  has  told  me  that  in  order  to  cut 
Government  spending  and  balance  the  budget,  I  must,  one,  take  a 
pay  cut.  The  people  who  proposed  this  have  forgotten  that  I  live  in 
Washington,  DC,  which  is  one  of  the  most  expensive  cities  in  the 
world  to  live  in.  As  it  is  now,  with  the  small  comparability  in- 
creases Federal  employees  get  in  order  to  make  Federal  employee 
salaries  more  competitive  with  the  private  sector,  I  am  barely  able 
to  keep  my  head  above  water.  I  take  no  vacations.  I  live  in  a  not 
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so  nice  part  of  town.  I  cannot  afford  to  send  my  kids  to  camp  in 
summertime.  I  have  no  money  for  corrective  dental  surgery  for  my 
son  or  to  hire  tutors  for  my  children's  special  education  needs.  My 
salary  pays  for  rent  for  a  one-bedroom  apartment  for  three  people, 
transportation,  medicine,  groceries,  electricity  and  clothing  for  boys 
who  are  ever  growing  and  who  now  wear  mens'  size  clothing.  Per- 
haps we  can  go  to  a  movie  once  a  month. 

It  is  a  terrible  wrong  that  I  and  other  lower-grade  civil  servants 
should  be  held  responsible  for  the  social  and  economic  policies  of 
the  past  12  years. 

Second,  my  employer  proposes  that  I  pay  increased  taxes  on  my 
reduced  wages.  Why  me?  Already  $31  a  month  is  taken  from  my 
salary  to  support  the  Medicaid  system.  I  am  told  that  I  will  not  be 
able  to  use  Medicaid  when  I  retire.  Why  not  ask  the  wealthy  indi- 
viduals and  corporations  who  use  the  tax  breaks  and  tax  incentives 
granted  them  by  the  two  previous  administrations  to  invest  over- 
seas, taking  American  jobs  away  from  Americans,  why  not  ask 
them  to  undo  the  wrong  they  have  done  to  their  country  and  their 
fellow  Americans? 

Third,  my  employer  proposes  that  my  health  benefits  be  de- 
creased. I  have  children  who  have  ongoing  medical  needs  and  I 
have  three  chronic  life-threatening  health  problems  that  require 
me  to  take  medicine  in  order  to  live.  The  HMO  I  subscribe  to  has 
a  prescription  benefit  of  $7  per  prescription.  Without  the  prescrip- 
tion benefit,  the  minimum  amount  of  money  I  would  have  to  pay 
for  a  month's  supply  of  medicine  is  $209.  I  must  have  these  medi- 
cines in  order  to  live.  I  pay  $101  a  month  for  my  health  insurance. 
If  any  health  benefits  are  taken  away  from  me,  I  will  be  left  with 
three  choices.  First,  quit  working  and  go  on  welfare  in  order  to 
save  my  life.  Second,  continue  to  work  and  pay  possibly  35  percent 
of  my  salary  for  health  care  and  medicine  and  move  from  a  one 
bedroom  apartment  into  a  room,  or  third,  do  as  many  people  in  this 
country  now  do,  simply  not  purchase  the  medicine  and  the  services 
necessary  for  my  survival  and  pray  for  a  miracle.  I  am  an  Amer- 
ican and  I  am  proud  of  it.  I  want  the  best  for  my  children  and  my 
country  and  I'm  willing  to  tighten  my  belt  along  with  other  Ameri- 
cans, but  is  it  decent  to  expect  people  like  me  to  bear  the  whole 
burden  of  responsibility  for  the  actions  of  the  wealthy,  the  medical 
and  pharmaceutical  industry,  the  crooked  bank  officers? 

Thank  you  for  listening. 

Ms.  Norton.  Thank  you  very  much. 

Ms.  Norton.  Mr.  Fugate  of  Virginia. 

Mr.  Fugate.  Thank  you,  Madam  Chair. 

I'm  president  of  the  National  Federation  of  Federal  Employees 
Local  1658.  I  am  an  employee  of  the  Bureau  of  Indian  Affairs.  I'm 
an  Oklahoma  Indian. 

If  a  freeze  of  Federal  wages  is  necessary,  why  not  freeze  only  the 
wages  of  higher  rated  employees,  those  who  can  best  afford  it? 
They  are  the  ones  who  got  the  high  raises  last  year.  In  the  name 
of  fairness,  may  I  suggest  the  following  plan  for  the  next  2  years? 
For  those  who  received  the  25  percent  raise  last  year,  freeze  2  full 
year  wages.  For  those  who  earned  over  $50,000  but  didn't  get  the 
25-percent  increase,  freeze  1  year  of  wages  and  give  a  one-half 
COLA  second  year.  For  those  who  earned  between  $30,000  and 
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$50,000,  give  a  half  COLA  increase  the  first  year  and  a  full  COLA 
the  second  year.  For  those  who  earn  between  $20,000  and  $30,000, 
don't  touch  their  pay.  Give  them  a  full  COLA  increase  both  years. 
And  for  employees  who  earned  under  $20,000  give  a  COLA  and  a 
half  both  years.  This  would  help  some  of  the  lower  paying  employ- 
ees catch  up  a  little. 

One  more  thought  on  salaries.  The  add-on  geographic  adjust- 
ments are  essential.  Without  them,  the  Federal  Grovemment  is  los- 
ing many  of  its  finest  employees  in  high  cost  areas  like  Washing- 
ton, DC. 

Why  does  each  new  administration  feel  that  budget  cuts  must  in- 
clude reduction  or  freezes  in  Federal  pay  for  benefits?  Is  it  because 
Federal  employees  are  so  close  at  hand  or  because  we  are  without 
the  right  to  strike  or  because  of  the  Hatch  Act  or  because  earlier 
cuts  and  freezes  are  forgotten  or  because  it  will  look  good  to  the 
public?  Why  is  it?  I  think  it  is  some  of  each  factor.  Federal  employ- 
ees are  easy  targets  for  elected  politicians.  Cut  their  benefits,  their 
well-earned  increases  and  you  are  perceived  in  the  heartland  of 
this  great  Nation  as  a  budget  conscious  watchdog,  a  guardian  of 
the  people's  money.  But  the  truth  is  this.  We  Federal  workers  have 
earned  these  things  as  surely  as  those  in  the  private  sector.  We 
work  just  as  hard.  We  have  the  same  dreams  for  ourselves  and 
families.  We  pay  the  same  bills.  We  deserve  our  fair  share.  We  ask 
for  no  more.  We  should  not  be  asked  to  accept  less. 

Thank  you  and  God  bless  America. 

Ms.  Norton.  Thank  you  very  much,  Mr.  Fugate. 

[The  prepared  statement  of  Mr.  Fugate  follows:] 

Prepared  Statement  of  Tom  Fugate 

Thank  you  Madam  Chairman,  and  committee  members,  for  this  opportunity  to  ad- 
dress the  subcommittee  on  compensation  and  employee  benefits. 

PAYOUTS 

Over  the  past  several  years,  federal  employees  have  been  called  upon  to  make 
more  then  their  fair  share  of  sacrifices.  President  Reagan's  first  official  act  was  to 
freeze  federal  pay.  After  that  he  gave  only  token  increases.  The  Bush  Administra- 
tion continued  with  token  increases,  also  below  COLA  levels.  0PM  reported  in  1990 
that  federal  pay  had  fallen  around  30%  behind  comparable  pay  in  the  private  sector. 

When  wages  are  fi:t)zen  workers  take  a  two  fold  cut.  First,  they  are  unable  to  keep 
up  with  cost  of  Uving  increases.  And  second,  teix  increases  deplete  their  spendable 
cash.  When  a  tax  is  imposed  on  the  public  it  is  also  imposea  on  federal  workers; 
but  private  workers,  unlike  federal  workers,  are  not  being  subjected  to  a  pay  freeze. 

Are  federal  employees  paid  too  much?  Not  the  vast  majority  of  them.  Not  the 
workers.  They  didn't  receive  the  large  25%  increase  given  Senior  Executive  Service 
employees.  Federal  Judges  and  Congressmen  last  year.  They  received  a  3.7%  in- 
crease. 

A  GS-4  office  worker  presently  grosses  about  $17,000  a  year.  Their  3.7%  increase 
amounted  to  around  $600  a  year.  After  deductions  that's  a  mere  $22  every  two 
weeks.  Do  we  want  to  downgrade  these  people's  financial  status  even  more? 

If  a  fi-eeze  of  federal  wages  is  necessary,  why  not  freeze  only  the  wages  of  higher 
rated  employees,  those  who  can  best  afford  it?  They're  tJie  ones  who  got  the  high 
raises  last  year.  In  the  name  of  fairness,  may  I  suggest  the  following  plan  for  the 
next  two  years: 

1.  For  those  who  received  the  25%  raise  last  yeau",  fi-eeze  two  full  year's  wages. 

2.  For  those  who  earn  over,  $50,000,  but  didn't  get  the  25%  increase,  fi*eeze  one 
year's  wages,  and  give  a  one-half  COLA  the  second  year. 

3.  For  those  who  earn  between  $30,000  and  $50,000,  give  a  one-half  COLA  in- 
crease the  first  year  and  a  full  COLA  the  second  year. 

4.  For  those  who  earn  between  $20,000  and  $30,000,  don't  touch  their  pay,  give 
them  a  fiill  COLA  increase  both  years. 
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5.  And  for  employees  who  earn  under  $20,000,  give  a  COLA  and  a  half  both  years. 

This  would  help  some  of  the  lower  paid  employees  catch  up  a  little. 

One  more  thought  on  salaries.  The  add-on  geographic  a^ustments  are  essential. 
Without  them  the  federal  government  is  losing  many  of  its  finest  employees  in  high 
cost  areas  Uke  Washington,  DC. 

BENEFIT  CUTS 

First  of  all,  it  must  be  remembered  that  the  benefits  the  government  is  thinking 
about  cutting  are  not  some  "gift"  given  by  a  benevolent  employer  to  its  ungrateful 
workers.  They  are  a  part  of  the  total  compensation  package.  The  results  fi-om  dec- 
ades of  negotiations  between  The  Administration  and  Congress,  between  federal  em- 
ployee unions  and  negotiators,  and  between  managers  and  employees.  They  are  a 
deal. 

Unilaterally  and  arbitrarily  cutting  federal  employee  benefits  will  amount  to  the 
federal  government  reneging  on  that  deal.  But  the  federal  government  will  not  only 
be  reneging  on  a  deal  with  the  labor  union,  but  also  with  each  and  every  federid 
employee.  For  we  all  made  a  deal  when  we  came  to  work  for  Uncle  Sam  which  in- 
cluded our  wages,  and  benefits.  If  they  are  taken  away,  many  federal  employees 
may  need  to  make  a  new  deal  elsewhere.  And  if  that  happens,  everyone  looses. 

Why  does  each  new  administration  feel  that  budget  cuts  must  include  "reduc- 
tions," or  "freezes,"  in  federal  pay  or  benefits?  Is  it  because  federal  employees  are 
so  close  at  hand;  or  because  we  are  without  the  right  to  strike;  or  because  of  the 
Hatch  Act;  or  because  earlier  cuts  and  fi^ezes  are  forgotten;  or  because  it  will  look 
good  to  the  public? 

WHY  IS  IT? 

I  think  it  is  some  of  each  factor.  Federal  employees  are  easy  targets  for  elected 
politicians.  Cut  their  benefits,  their  well-earned  increases,  and  you  are  perceived  in 
the  heartland  of  this  great  nation  as  a  budget-conscious  watch  dog,  a  guardian  of 
the  peoples  money. 

But  the  truth  is  this:  We  federal  workers  have  earned  these  things  as  surely  as 
those  in  the  private  sector.  We  work  just  as  hard;  we  have  the  same  dreams  for 
oxir  selves  and  families.  We  pay  the  same  bills. 

We  deserve  our  fair  share.  We  ask  for  no  more.  We  should  not  be  asked  to  accept 
any  less. 

Thank  you,  and  God  Bless  America. 

Ms.  Norton.  I  want  to  thank  all  five  of  you  for  this  very  helpful 
testimony.  If  we  do  not  question  you,  understand  it  is  because  for 
you  who  are  employees,  our  purpose  is  simply  to  get  a  sense  of  how 
these  proposals  would  affect  you  personally.  I  very  much  appreciate 
your  taking  the  time  to  write  such  thoughtful  testimony,  Mr. 
Lanehart,  Ms.  Hunt,  Mr.  Kavanagh,  Mr.  Fugate,  and  Ms.  Lewis. 

If  you  have  not  left  a  statement  with  us  for  the  record,  I'd  appre- 
ciate you  doing  so.  Thank  you  very  much. 

May  I  call  the  next  panel,  Ms.  Rachel  Willis  of  Virginia,  Ms.  Bar- 
bara Davidson  of  the  District,  Mr.  John  Hunter  of  the  District,  Ms. 
Wanda  O'Neal  of  the  District,  and  Ms.  Katie  Williams  of  the  Dis- 
trict. 

I  realize  that  we're  getting  to  the  point  where  some  people  who 
have  written  testimony  are  leaving.  If  you  cannot  stay,  we  will  un- 
derstand. If  you  have  written  testimony,  please  leave  the  written 
statements  with  us.  These  statements  are  very  important  for  our 
record  as  we  try  to  reconfigure  what  the  President  has  proposed 
while  giving  him  savings  at  the  same  time.  It  is  important  for  us 
to  know  how  these  proposals  affect,  as  they  would  say  in  the  press, 
real  people. 

Just  a  reminder.  Please  summarize.  I  will  hold  you  to  3  minutes. 
Please  summarize  if  your  statement  is  longer  than  3  minutes. 
Please  watch  the  lady  to  my  right  who  will  hold  up  a  sign  to  indi- 
cate when  you  are  1  minute  and  when  you  are  at  30  seconds. 
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Ms.  Willis,  of  Virginia. 

STATEMENTS  OF  PANEL  4:  RACHEL  WILLIS  OF  VIRGINIA;  BAR- 
BARA DAVIDSON  OF  THE  DISTRICT  OF  COLUMBIA;  JOHN 
HUNTER  OF  THE  DISTRICT;  DEBORAH  RICE;  KATIE  WIL- 
LIAMS OF  THE  DISTRICT  OF  COLUMBIA 

Ms.  Willis.  My  name  is  Rachel  Willis.  I  am  45  years  old  and 
have  worked  for  the  Federal  Government  for  13  years.  I  am  cur- 
rently employed  by  the  Internal  Revenue  Service  as  a  GS-12.  My 
job  is  to  secure  unfiled  tax  returns  and  collect  delinquent  taxes. 
This  can  be  done  either  voluntarily  or  involuntarily.  The  latter  re- 
sults in  enforcement  action  vsuch  as  placing  levies  on  bank  accounts 
and  issuing  summons  and  seizing  property. 

I  am  a  self-sufficient  adult  with  only  my  salary  for  income.  I  am 
existing  but  there  is  no  money  for  extras.  Right  now  I  must  plan 
ahead  for  any  large  expenditures.  I  need  to  have  extensive  dental 
work  done  but  cannot  afford  to  have  it  done  right  away.  I  have  to 
spread  it  out  over  a  long  period  of  time,  which  is  not  good  for  my 
health. 

In  addition,  I  recently  had  to  make  an  emergency  trip  to  Florida 
when  I  found  out  that  my  father  had  cancer  and  required  an  oper- 
ation. I  am  just  now  recovering  from  that  expense.  If  the  pay  raise 
that  I  am  counting  on  is  not  forthcoming,  it  will  jeopardize  the  sim- 
ple standard  of  living  that  I  now  have.  My  health,  due  to  my  dental 
problems,  will  be  affected. 

Added  to  this  is  the  potential  problem  that  I  will  face  increased 
health  insurance  premiums.  This  will  be  impossible  for  my  budget. 
My  health  insurance  is  important  and  very  necessary  to  me.  What 
should  I  give  up  just  to  maintain  an  average  standard  of  living?  I 
don't  mind  doing  my  part  at  all  but  according  to  the  estimates  I 
have  seen,  $3  billion  of  the  $4.3  billion  in  domestic  discretionary 
cuts  scheduled  fo*-  1994  come  from  Federal  employee  programs. 
Two-thirds  of  all  the  proposed  savings  in  the  first  year  is  just  too 
much  to  ask  of  Federal  workers.  Please  don't  ask  us  to  carry  this 
much  of  the  responsibility  for  reducing  the  deficit. 

Thank  you. 

Ms.  Norton.  Thank  you  very  much,  Ms.  Willis. 

Ms.  Davidson. 

Ms.  Davidson.  I'm  a  grant  specialist  at  HUD.  I  am  also  the 
president  of  the  AFGE  local  that  represents  the  HUD  workers, 
around  2,500  in  the  headquarters  office  and  another  100  in  the  DC 
field  office. 

Let  me  preface  my  remarks  by  saying  that  most  HUD  workers 
support  President  Clinton's  economic  recovery  plan  in  general  and 
we  are  very  happy  with  the  man  that  he  has  appointed  as  Sec- 
retary of  HUD,  Henry  Cisneros.  But  we  are  not  happy  with  the 
way  his  plan  will  impact  Federal  workers  and  ultimately  on  our 
ability  to  accomplish  HUD's  mission. 

During  the  Reagan/Bush  years,  when  the  staff  of  others  agencies 
grew,  HUD's  stafF  was  cut  from  17,000  to  13,000  nationwide.  These 
cuts  targeted  front-line  workers  while  the  layers  of  management 
continued  to  grow.  At  HUD  headquarters  there  is  now  one  manage- 
ment official  for  every  two  employees.  In  the  field  offices  it's  about 
one  manager  for  every  six  employees.  A  recent  Inspector  General's 
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report  advised  that  HUD  is  so  understaffed  at  the  level  of  the  peo- 
ple who  are  actually  doing  the  work  of  administering,  monitoring 
and  tracking  HUD's  programs  that  the  money-wasting  scandals 
that  occurred  in  the  1980s  could  repeat  themselves. 

Under  the  President's  economic  plan  HUD  will  be  asked  to  ad- 
minister nearly  $3  billion  in  new  money  for  community  infrastruc- 
ture and  homelessness.  We  cannot  do  it  with  our  current  staffing 
patterns  and  freezes  on  hiring  or  ssdaries  only  make  matters  worse. 
HUD  needs  restructuring  and  streamlining  but  not  mindless, 
across-the-board  salary  and  staff  freezes. 

If  you  want  to  know  what  we  hate  the  most  about  the  proposal, 
it's  the  fact  that  it  is  mindless  and  across-the-board.  Forty-eight 
percent  of  our  workers  earn  under  $30,000  and  those  people  should 
not  be  touched,  regardless  of  what  plan  eventually  emerges. 

HUD  would  run  better  and  accomplish  more  if  the  layers  of  non- 
productive management  were  replaced  by  front  line  workers.  The 
process  should  be  done  through  attrition  because  RIF's  just  means 
that  you'll  have  a  grade  15  sitting  at  a  desk  doing  a  grade  6  sec- 
retary's job  with  pay  retention,  earning  the  15  salary.  It  could  be 
accelerated  by  offering  early-outs  to  all  who  qualify  and  filling  the 
new  positions  at  the  entry  level,  rel5dng  heavily  on  upward  mobility 
to  access  HUD's  greatest  and  most  under  utilized  staff  resources, 
its  clerical  and  secretarial  personnel. 

HUD  could  eliminate  duplication  of  effort.  For  example,  we  have 
at  least  six  offices  devoted  to  internal  monitoring,  checking  up  on 
HUD  employees.  HUD  could  purchase  ergonomic  modular  furniture 
for  all  staff,  a  one-time  cost  for  purchase.  This  would  reduce  base 
costs  and  worker's  compensation  claims  and  absences  due  to  poor 
computer  work  stations.  With  modular  furniture  all  of  head- 
quarters' staff  and  the  DC  field  office  staff  could  fit  into  the  head- 
quarters building,  eliminating  approximately  $2  million  a  year  in 
space  costs. 

We  just  found  out — ^time  is  up.  I  have  my  remarks  on  record  so 
I'll  stop  there  but  I  wanted  to  give  you  some  concrete  examples  of 
things  that  I  thought  made  a  lot  more  sense  than  cutting  our  sala- 
ries or  freezing  them. 

Ms.  Norton.  Thank  you.  Appreciated. 

[The  prepared  statement  of  Ms.  Davidson  follows:] 

Prepared  Statement  of  Barbara  Davidson 

My  name  is  Barbara  Davidson.  I  am  President  of  Local  476  of  the  American  Fed- 
eration of  Government  Employees  (AFL-CIO).  Local  476  represents  approximately 
2,500  employees  in  HUD  headquarters  and  100  employees  in  the  DC  Field  OfTice. 

Let  me  preface  my  remarks  by  sa5dng  that  most  HUD  employees  support  Presi- 
dent CUnton's  economic  recovery  plan  in  general  and  we  are  very  happy  with  the 
man  he  has  appointed  as  Secretary  of  HUD — Henry  Cisneros,  but  we  are  not  happy 
with  the  way  his  plan  wiU  impact  on  federal  workers  and  ultimately  on  our  ability 
to  accomplish  HUD's  mission. 

One  of  Piesident  Clinton's  objectives  in  developing  his  economic  plan  was  fairness. 
Yet  the  impact  on  his  own  front  line  workers  is  grossly  unfair.  Federal  workers  like 
all  other  workers  will  be  pa5dng  the  energy  tax  and  if  we  earn  over  $30,000  our  in- 
come taxes  wUl  go  up.  We  can  live  with  that. 

But  here's  what  we  can't  live  with:  In  addition  to  the  energy  tax  and  income  tax, 
ovir  salaries  will  be  frozen  across  the  board;  we  wiU  be  paying  on  the  average  of 
$300  more  a  year  in  health  insurance  premiums;  and  the  pay  reform  act  designed 
to  bring  federal  salaries  up  to  the  level  of  the  private  sector  for  comparable  work 
will  be  put  on  the  back  burner. 
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These  across  the  board  proposals  hit  the  48%  of  our  workers  who  make  less  than 
$30,000  especially  hard.  These  workers  in  grades  4  through  11  are  predominately 
minority  females  and  include  many  single  parents.  While  the  President's  plan  shows 
great  sensitivity  to  other  Americans  in  this  wage  bracket,  he  expects  lower  graded 
federal  employees,  many  of  whom  qualify  for  food  stamps  and  housing  subsidies,  to 
take  reductions  in  net  income  equivalent  to  a  6%  tax  hike.  The  only  other  Ameri- 
cans asked  to  "contribute"  that  much  are  the  wealthy  making  over  $250,000  a  year. 

During  the  Reagan/Bush  years,  when  the  staff  of  other  agencies  grew,  HUD's  staff 
was  cut  from  17,000  to  13,000  employees.  These  cuts  targeted  front  Une  workers 
while  the  layers  of  management  continued  to  grow.  At  HUD  headquarters,  there  is 
now  one  management  official  or  supervisor  for  every  two  employees!  In  the  field  of- 
fices it  is  about  one  manager  for  every  six  workers. 

A  recent  Inspector  General's  report  advised  that  HUD  was  so  understaffed  at  the 
level  of  the  people  who  actually  do  this  work  of  administering,  monitoring,  and 
tracking  HUD's  programs  that  the  money  wasting  scandals  that  occurred  in  the 
1980s  could  repeat  fliemselves.  Under  the  President's  economic  plan,  HUD  will  be 
asked  to  administer  nearly  $3  billion  in  new  money  for  community  infrastructure 
and  homelessness.  We  cannot  do  it  with  our  current  staffing  patterns  and  freezes 
on  hiring  or  salaries  only  make  it  worse. 

HUD  needs  restructuring  and  streamUning  not  mindless  across-the-board  salary 
and  staff  freezes.  HUD  would  run  better  and  accomplish  more  if  the  layers  of  non- 
productive management  were  replaced  by  front  line  workers.  This  process  could  be 
accelerated  by  offering  early  outs  to  all  who  qualify  and  fiUing  new  positions  at  the 
entry  level,  relying  heavily  on  upward  mobility  to  access  HUD's  greatest  and  most 
under-utilized  staff  resourcs— its  clerical  and  secretarial  personnel. 

Eliminate  dupUcation  of  effort.  For  example,  HUD  has  at  least  six  offices  devoted 
to  internal  monitoring.  One  is  enough. 

Purchase  ergonomic,  modular  fumitiire  for  all  staff.  This  would  reduce  space  costs 
and  Workers  Compensation  claims  and  absences  due  to  poor  computer  work  sta- 
tions. With  modular  furniture,  aU  headquarters  and  DC  Field  Office  staff  could  fit 
in  the  headquarters  building,  eliminating  approximately  $2  million  a  year  in  space 

Stop  doing  costly  and  unnecessary  security  clearances  on  data  entry  level  posi- 
tions. J        /,      • 

Maximize  employee  productivity  and  raise  morale  by  expanding  flextime  and  rni- 
plementing  a  ffexiplace  program.  These  programs  also  make  it  easier  to  recruit 
qualified  staff. 

Finally,  encourage  employees  to  share  their  ideas  for  getting  the  job  done  better, 
faster  and  cheaper  and  reward  them  with  a  fair  share  of  the  money  their  ideas  save. 
I  guarantee  you  HUD  covdd  not  only  be  an  efficient  and  cost  effective  agency  but 
a  rewarding  place  to  work  as  well. 

Ms.  Norton.  Mr.  Hunter. 

Mr.  Hunter.  Thank  you,  Madam  Chairman.  My  name  is  John 
Hunter.  I  am  41  years-old.  I  have  over  14  years  of  Government 
service.  I  am  presently  a  GS-4  management  assistant  with  the  Fi- 
nancial Management  Service,  here  in  Washington,  DC.  I  am  also 
a  local  union  chapter  president,  president  of  NTU  chapter  202.  We 
represent  approximately  1,000  Federal  employees,  the  majority  of 
whom  are  earning  less  than  $30,000  per  year. 

I  am  very  distressed  to  see  that  our  President  wants  to  freeze 
our  pay.  I  am  distressed  over  this  for  a  number  of  reasons.  I  have 
always,  as  a  second  generation  civil  servant,  both  of  my  parents 
spent  over  30  years  in  the  Federal  service,  have  been  raised  to  be- 
lieve that  civil  service  was  the  highest  form  of  service  to  which  an 
American  could  aspire.  Yet,  based  upon  the  rewards  in  terms  of 
salary  which  we  have  received  over  the  years,  there  seems  to  be 
a  great  deal  of  difference  from  the  ideal  and  the  reality  that  we 
face. 

The  American  dream  for  many  low-  to  middle-grade  Grovemment 
employees  has,  in  fact,  become  an  American  nightmare.  I,  for  ex- 
ample, would  like  to  buy  a  house  and  get  married  and  raise  a  fam- 
ily within  the  next  few  years  and  I  am  constantly  distressed  by  the 
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fact  that  houses  in  other  markets  which  regularly  sell  for  $50,000 
to  $75,000  are  here  3  to  5  times  that  amount.  The  fact  that  the 
District  of  Columbia  is  one  of  the  costliest  cities  in  the  Nation,  I 
think,  is  well  documented. 

But  the  issue  is  not  simply  a  matter  of  Federal  employees  that 
live  in  the  District,  locality  pay  is  needed  across  the  Nation  for 
Federal  employees.  And  the  pay  raises  which  we  are  being  asked 
to  give  up  again  puts  us  further  behind  the  eight  ball  in  trying  to 
live  and  survive  in  the  ever  more  expensive  Nation  in  which  we 
live.  And  I  would  like  to  remind  you  and  remind  our  President  who 
is  proposing  these  cuts  that  as  he  repeatedly  stated  to  us  when  he 
wanted  our  votes,  that  we  don't  have  single  person  to  waste,  I  sub- 
mit to  him  as  a  Federal  employee  that  we  don't  have  a  single  in- 
crease to  waste. 

I  would  also  like  to  offer  you  some  concrete  suggestions  as  to  how 
we  might  raise  funds  in  other  manners.  You  have  heard  a  number 
of  speScers  talk  to  you  about  health  care  reform.  I  think  the  entire 
focus  of  our  health  program  is  wrong.  We  should  not  pay  doctors 
for  people  who  get  sick,  we  should  only  pay  them  when  their  pa- 
tients stay  well.  Second,  I  think  we  need  to  do  a  much  better  job 
of  protecting  and  rewarding  Federal  whistleblowers.  We  can  save 
an  innumerable  amount  of  money  if  the  employees  that  we  pay  are 
encouraged  more  and  protected  better  in  their  efforts  to  report 
waste,  fraud,  and  abuse  in  the  Federal  sector. 

Another  item  I'd  like  for  you  to  consider  is  line  item  taxes.  The 
President  wants  line  item  vetoes.  I  think  many  of  the  programs 
which  we  are  funding,  we  would  all  gladly  donate  money  to  if  we 
knew  exactly  what  that  money  was  going  for. 

And  finally,  as  a  Federal  employee,  I  have  to  ask  myself  for  what 
I  am  paying  in  taxes,  what  do  I  get  in  return?  I  don't  see  enough 
of  it  and  I'd  like  to  see  more. 

Thank  you. 

Ms.  Norton.  Thank  you  very  much,  Mr.  Hunter. 

[The  prepared  statement  of  Mr.  Hunter  follows:] 

Prepared  Statement  of  John  Hunter 

My  name  is  John  Hunter.  I  am  a  resident  of  the  District  of  Columbia  and  a  Pen- 
sion Law  Specialist,  Grade  14,  at  the  Department  of  Labor.  I  have  30  years  of  serv- 
ice with  the  Department,  working  all  of  those  years  to  protect  the  pension  and  wel- 
fare benefits  of  employees  in  the  private  sector.  I  am  also  a  member  of  the  Profes- 
sional Managers  Association,  but  I  testify  here  on  my  own  behalf.  I  have  two  brief 
points  to  make. 

First.  The  government  deficit  was  caused  by  all  of  the  American  people  acting 
through  their  elected  representatives.  It  was  not  caused  by  Federal  civil  service  em- 
ployees performing  their  duties  as  employees.  Therefore,  Federal  employees  should 
not  be  made  to  contribute  more,  or  sacrifice  more,  in  solving  the  debt  problem.  Any 
cuts  in  expected  pay  or  benefits  of  Federal  workers  for  that  purpose  would  be  unfair 
plain  and  simple. 

Second.  An  employer's  promises  should  be  kept.  Over  the  past  16  years  Federal 
civil  service  have  suffered  repeated  attacks  on  their  pay  and  benefits.  This  has  cre- 
ated a  very  demoralizing  environment  for  Federal  workers  and  is  especially  frustrat- 
ing for  long-service  employees  who  are  at  or  near  retirement.  Any  loss  in  expected 
pay  for  these  workers  decreases  their  retirement  annuity  throughout  their  retire- 
ment lifetime.  This  in  itself  is  grossly  unfair  But  more,  there  have  been  other  real 
or  threatened  cuts  in  retirees'  benefits,  such  as  decreasing  COLAs,  survivor's  annu- 
ities, health  benefits  and  life  insiu-ance.  The  overall  effect  is  that  it  becomes  fright- 
ening to  approach  retirement  because  you  cannot  rely  on  the  promises  made  by  your 
employer.  You  feel  compelled  to  keep  working  as  long  as  you  can  so  you  can  accrue 
additional  retirement  credits,  build  up  personal  savings,  and  leave  yourself  a  short- 
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er  retirement  life  span  in  which  your  employer  might  further  erode  your  retirement 
security.  j  .        c 

In  summary.  There  should  be  no  cuts  in  Federal  civil  servants  pay  and  benefits. 
10  the  contrary,  Federal  workers  should  be  assured  that  the  promises  of  their  em- 
ployer will  be  kept.  It  is  unconscionable  for  the  government  to  take  compensation 
away  from  its  employees  while  it  gives  money  away  to  others,  especially  for  things 
that  are  outdated,  don't  work  or  are  unnecessary,  or  are  outright  scams.  A  case  in 
point  is  the  rip-off  of  Medicaid  by  the  State  of  New  Hampshire  that  was  on  the  front 
page  of  the  Washington  Post  February  28,  1993.  There  are  probably  many  more 
things  like  this  to  be  found  and  corrected.  I  have  a  copy  of  that  article  with  me  and 
would  be  pleased  if  it  could  be  put  into  the  record.  Thank  you. 

Ms.  Norton.  Ms.  Williams. 

Ms.  Williams.  Madam  Chairman  and  other  guests,  my  name  is 
Katie  Williams.  I  am  employed  at  the  U.S.  Patent  and  Trademark 
office  as  a  patent  classification  specialist.  I  am  a  member  of  NTU 
Chapter  243.  I  am  a  steward.  I  have  worked  for  the  Federal  Gov- 
ernment for  27  years.  Twenty-six  of  these  years  with  my  current 
employer.  I  began  as  a  GS-2  and  have  worked  very  hard  to  fight 
my  way  to  a  GS-11. 

President  Clinton  has  proposed  that  I  should  not  receive  a  pay 
increase  next  January.  I'm  afraid  that  if  I  do  not  receive  a  raise, 
I  will  be  in  danger  of  not  being  able  to  pay  my  bills.  I  feel  like  I 
am  going  to  get  hit  twice;  first,  as  a  taxpayer  with  increased  taxes 
and  then  with  the  pay  freeze.  This  is  a  double-whammy  for  Federal 
employees. 

Everything  else  goes  up,  my  rent,  my  food,  my  medical  care, 
transportation  and  day  care.  Yes,  I  recently  became  a  mother  to  a 
granddaughter  who  lost  her  mother  to  cancer.  Even  with  the  raise, 
it  will  not  cover  all  my  basic  expenses.  But  without  the  raise,  I  will 
not  even  be  able  to  come  close  to  paying  these  bills.  I  don't  dare 
think  of  entertainment,  which  even  now  is  very  seldom.  And  if  my 
insurance  premium  goes  up  too,  this  will  take  away  from  other  ne- 
cessities. I  would  have  to  budget  months  in  advance  just  to  get  my 
teeth  worked  on.  I  have  to  have  insurance,  so  to  pay  for  it  all  the 
other  areas  of  my  budget  will  suffer.  Any  increase  in  health  insur- 
ance premium  will  greatly  affect  me. 

First  of  all,  I'm  being  asked  to  receive  no  pay  increase.  Then  my 
taxes  will  be  going  up.  Then  my  health  insurance  will  increase. 
There  is  only  so  much  I  can  afford  to  give.  My  standard  of  living 
is  going  down.  I  can't  afford  to  keep  up  with  the  increase  in  prices 
for  basic  necessities  when  the  pay  is  essentially  above  the  de- 
creases, about  the  decreases.  A  Federal  worker  earning  about 
$36,000  a  year  will  have  to  give  approximately — lose  $2,160,  which 
when  coupled  with  the  energy  tax  will  be  about  $182  a  month. 

I  am  willing  to  help  reduce  the  Federal  deficit,  but  I  think  I'm 
being  asked  to  pay  more  than  my  fair  share.  Thank  you,  Madam 
Chairman. 

Ms.  Norton.  Thank  you  very  much  for  that  testimony,  Ms.  Wil- 
liams. 

Ms.  Norton.  Finally,  Ms.  Deborah  Rice. 

Ms.  Rice.  Good  evening.  My  name  is  Deborah  Rice.  I  have 
worked  for  the  Federal  Government  for  10  years.  I  am  currently  a 
GS-7,  data  coding  specialist  at  the  Federal  Election  Commission. 
If  I  do  not  receive  a  pay  raise,  it  will  impact  greatly  on  my  ability 
to  send  myself  and  my  two  children  to  college.  I  have  already  sac- 
rificed in  many  ways  to  keep  us  enrolled.      My  husband  is  a  DC 
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government  employee  who  has  not  received  a  pay  raise  in  3  years. 
We  depend  on  my  pay  raises. 

If  my  health  insurance  premiums  go  up,  it  would  just  add  an- 
other burden  to  those  we  currently  have.  Members  of  my  family 
take  medication  for  high  blood  pressure,  asthma,  and  for  allergies. 
These  medications  are  costly.  If  I  am  forced  to  pay  a  lot  more  next 
year  for  my  health  premium,  we  will  have  no  choice  but  to  limit 
the  amount  of  medicine  we  take  for  these  illnesses.  It  is  not  an  op- 
tion we  should  even  have  to  be  considering,  but  it  is. 

Thank  you. 

[The  prepared  statement  of  Ms.  Rice  follows:] 

Prepared  Statement  of  Deborah  Rice 

My  name  is  Deborah  Rice.  I  am  41  years  old  and  have  worked  for  the  federal  gov- 
ernment for  10  years.  I  am  presently  a  GS-7  data  coding  specialist  at  the  Federal 
Election  Commission. 

My  job  is  to  code  the  monetary  contributions  to  and  from  federal  candidates  and 
political  action  committees. 

If  I  do  not  receive  a  pay  raise  it  will  impact  greatly  on  my  ability  to  send  myself 
and  my  two  children  to  college.  I  have  already  sacrificed  in  many  ways  to  keep  us 
enrolled. 

My  husband  is  a  D.C.  government  employee  and  has  not  received  a  pay  mcrease 
in  three  years.  Some  of  the  sacrifices  we  beUeve  we  have  already  made  include  the 
following:  we  have  no  cable  TV  in  our  home;  our  entertainment  budget  is  zero;  we 
share  school  books  wherever  possible;  and  we  limit  the  number  of  classes  we  take. 
At  a  time  when  I  believe  education  is  the  key  to  many  of  our  problems,  I  have  been 
forced  to  Umit  the  education  of  my  children  and  of  myself 

If  my  health  insurance  premiums  go  up  too,  it  would  just  add  another  burden  to 
those  we  currently  have.  Members  of  my  family  take  medication  for  high  blood  pres- 
sure, asthma  and  for  allergies.  These  medicines  are  not  cheap.  If  I  am  forced  to  pay 
a  lot  more  next  year  for  health  insurance  premiums,  we  will  have  no  choice  but  to 
limit  the  amount  of  medicine  we  take  for  these  illnesses.  This  is  not  an  option  we 
shoiild  even  have  to  be  considering,  but  it  is. 

Ms.  Norton.  Thank  you  very  much,  Ms.  Rice,  and  I  want  to 
thank  this  entire  panel  for  very  helpful  testimonies.  Very  helpful 
to  have  it  on  the  record  and  we  appreciate  the  way  and  the  spirit 
in  which  you've  come  forward.  Ms.  Willis,  Ms.  Davidson,  Mr.  Hun- 
ter, Ms.  Williams,  Ms.  Rice,  thank  you  very  much. 

May  I  call  the  next  panel?  Ms.  Barbara  Anderson  of  Maryland, 
Mr.  Wilson  of  Maryland,  Ms.  Barbara  Wootton  of  Maryland,  Mr. 
Bill  Pearman  of  Virginia,  Mr.  John  Hunter — I  just  heard  from  Mr. 
Hunter — ^there's  another  one?  Mr.  John  Hunter  of  the  District. 

Appreciate  your  waiting.  It's  just  as  important  for  us  to  receive 
this  testimony  from  individuals  so  that  we  can  have  some  real 
sense  of  the  personal  impact  on  Federal  employees  as  we  try  to 
offer  alternative  suggestions  for  savings.  I'm  going  to  ask  you  to  be 
particularly  mindful  to  keep  your  testimony  within  three  minutes. 
Summarize  it  if  it  is  longer.  And  if  it  is  written,  the  entire  testi- 
mony will  go  into  the  record. 

STATEMENTS  OF  PANEL  5:  BARBARA  ANDERSON  OF  MARY- 
LAND; GAYLE  WILSON  OF  MARYLAND;  BARBARA  WOOTTON 
OF  MARYLAND;  BILL  PEARMAN  OF  VIRGINIA;  JOHN  HUNTER 
OF  THE  DISTRICT. 

Ms.  Norton.  Let  us  begin  with  Ms.  Anderson. 

Ms.  Anderson.  My  name  is  Barbara  Anderson  and  I'm  an  em- 
ployee at  the  U.S.  Department  of  Agriculture  and  a  member  of 
AFSCME  in  the  Farmer's  Home  Administration.  Rather  than  re- 
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hash  what's  been  said  here,  I'm  just  going  to  summarize  and  ad- 
dress the  issue.  The  least  objectionable  with  our  employees  and  our 
union  would  be  the  pay  freeze.  I  think  they'd  be  willing  to  give  that 
up  if  everything  else  was  left  intact. 

Of  big  importance  to  a  lot  of  people  in  our  agency  is  the  pay  com- 
parability. I  work  in  an  agency  that  has  a  lot  of  field  offices  and 
we  see  employees  come  into  our  agency,  take  jobs,  get  the  higher 
pay  and  then  a  year  or  so  later  go  back  out  in  the  field  offices  be- 
cause it  costs  too  much  to  live  in  the  D.C.  area.  For  the  most  part, 
foreign  countries  pay  hardship  pay  to  people  that  are  stationed  in 
the  D.C.  area.  If  given  the  locality  pay  increase,  I  think  most  Gov- 
ernment workers  would  be  satisfied  with  that  and  accept  the  pay 
freeze,  but,  leave  everything  else  intact. 

Thank  you. 

Ms.  Norton.  Thank  you  very  much,  Ms.  Anderson. 

[The  prepared  statement  of  Ms.  Anderson  follows:! 

Prepared  Statement  of  Barbara  Anderson 

My  name  is  Barbara  Anderson,  Management  Analyst  at  the  U.S.  Dept.  of  Agri- 
cultvire  and  I'm  a  member  of  AFSCME  in  the  Farmers  Home  Administration. 

As  a  American  citizen  I  support  President  Clinton's  economic  package  and  am 
willing,  as  most  citizens  are,  to  contribute  my  fair  share  to  reduce  the  deficit.  How- 
ever, as  a  Federal  employee,  I  feel  it  blantly  unfair  to  myself  and  all  other  Federal 
employees  to  shoulder  not  only  the  highest  taxes  but  to  be  singled  out  to  bear  addi- 
tional financial  burdens  we  can  ill  afford.  President  CUnton's  proposed  elimination 
of  our  1994  pay  raise  and  the  even  smaller  raises  proposed  in  1995,  1996,  and  1997 
is  asking  too  much  of  the  Federal  workforce  when  their  cost  of  living  continues  to 
increase  the  same  as  tiie  rest  of  the  country.  Federal  workers  are  adready  behind 
private  industry  in  pay  comparability  so  why  must  we  suffer  further  by  being  even 
more  underpaid  and  have  years  longer  to  catch  up  to  the  private  sector.  There  are 
airrently  many  Government  employees  that  can't  afford  to  retire,  move  out  of  their 
parents  homes,  or  afford  to  buy  a  house  because  their  cost  of  living  has  increased 
the  same  as  the  rest  of  the  country;  but,  with  Presdient  Clinton's  proposed  pay 
changes,  while  other  workers  may  continue  to  be  able  to  do  these  things,  Govern- 
ment employees  will  be  able  only  to  maintain  their  level  of  existence,  especially  in 
the  D.C.  metropolitan  area.  This  brings  up  an  even  bigger  issue  with  most  Federal 
workers  in  the  metropoUtan  area  which  is  the  "locality"  pay  adjustment  for  the  D.C. 
metropoUtan  area.  In  addition  to  forgoing  their  1994  pay  raise,  D.C.  Federal  work- 
ers must  also  forgo  receiving  the  ""locality"  pay  adjustment  for  an  additional  year. 
As  an  employee  of  an  Agency  that  has  field  offices  all  across  the  Nation,  I  have  seen 
on  a  recurring  basis,  our  field  employees  accept  jobs  in  the  D.C.  area  only  to  return 
home  a  year  or  so  later  because  the  cost  of  living  in  the  metropolitan  area  is  so  as- 
tronomical. Just  because  D.C.  has  the  largest  popualtion  of  Federal  employees 
should  not  qualify  it  for  discrimination  against  receiving  the  "locality"  pay  adjust- 
ment. In  addition,  a  great  many  foreign  governments  consider  the  metropolitan  area 
as  a  "Hardship  Post"  and  pay  a  hardship  bonus  while  stationed  in  the  Washington 
£u-ea. 

For  the  most  part,  Federal  workers  of  both  parties  sought  and  embraced  the  con- 
cept of  change.  We  had  no  idea  that  there  was  a  hidden  agenda  in  that  change. 
Were  we  taken  in?  Lets  embrace  the  Federal  workers,  it's  long  overdue. 

Ms.  Norton.  Ms.  Wilson. 

Ms.  Wilson.  Madam  Chairman,  my  name  is  Gayle  Wilson.  I 
work  for  the  Department  of  Justice,  Office  of  the  Solicitor  (General. 
I'm  also  a  resident  of  Prince  Georges  County,  MD.  I  work  in  the 
capacity  of  a  desk-top  publisher,  legal  secretary,  and  I  am  proud 
to  say  that  I  am  also  a  member  of  AFSCME  local  3719. 

In  1966  after  graduating  from  high  school  I  was  faced  with  the 
question,  what  am  I  going  to  do  with  my  future?  There  were  three 
options  that  I  had  to  go  on.  One  was  to  go  into  the  armed  services, 
to  further  my  education  by  a  college  degree,  or  to  go  into  the  Fed- 
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eral  Government.  I  chose  the  latter.  In  those  days  Federal  Govern- 
ment service  was  one  of  the  most  prestigious  moves  that  a  young- 
ster could  take.  It  offered  continuous,  ongoing  matter  of  security  in 
holding  a  job  while  obtaining  those  career  ladders,  with  promotions 
and  other  advantages.  It  was  a  school  of  schedule,  learning  of  pro- 
fessional craftsmanship  and  most  of  all,  it  gave  me  an  opportunity 
to  serve  my  country. 

And  the  last  12  years  has  proven  to  me  that  maybe  I  was  mis- 
guided in  believing  that  the  Federal  Government  was  as  shiny  as 
I  thought.  In  the  Reagan  years  my  fellow  Federal  workers  and  I 
experienced  and  watched  as  many  of  us  were  subjected  to  RIF's, 
layoffs,  sacrifices  made  well  beyond  the  call  of  duty,  racial  strife, 
promotional  unfairness,  and  another  form  of  the  feudal  system  that 
I  had  never  known  before. 

In  the  Bush  years  my  fellow  Federal  workers  and  I  experienced 
and  watched  more  RIF's,  more  Government  cuts,  lack  of  opportuni- 
ties, of  ever  reaching  or  matching  the  private  sector's  monetary 
level,  more  cuts  in  promotion  potentials,  our  cuts  in  percentage 
amounts  given  each  year,  and  other  distasteful  occurrences. 

Now,  in  the  first  year  of  the  Clinton  administration,  I  and  my  fel- 
low coworkers  are  asked  to  give  even  more  than  sweat,  tears, 
blood,  and  everything  else  that  we  can  give.  We've  been  bruised, 
cut,  abused  by  the  political  scene.  Not  only  were  we  subject  to  near 
poverty  because  regardless  of  what  non-Federal  personnel  believes, 
the  average  Federed  Government  worker  is  not  highly  paid. 

In  working  for  the  Department  of  Justice,  the  Nation's  law  firm, 
I  and  my  coworkers  aren't  given  the  benefits  of  other  private  law 
firms.  TTiere  is  no  doubletime  when  we  have  to  work  late.  There 
is  no  taxi  fare  home  when  we  have  to  stay  late  and  there  is  no  din- 
ner provided  by  the  employer  when  we  have  to  work  late. 

In  my  conclusion,  to  be  a  Federal  Government  worker  today  is 
to  be  constantly  angry,  often  disappointed,  and  politically  violated. 

Ms.  Norton.  TTiank  you  very  much,  Ms.  Wilson. 

[The  prepared  statement  of  Ms.  Wilson  follows:] 

Prepared  Statement  of  Gayle  Wilson 

My  name  is  Gayle  Wilson.  I  work  for  the  Department  of  Justice,  Office  of  the  So- 
licitor General.  I  work  in  the  capacity  as  a  Desktop  Publisher  Specialist  and  Legal 
Secretary  and  I  am  proud  to  say  that  I  am  also  member  of  AFSCME  Local  3719. 

In  1966  after  graduating  from  High  School,  I  was  faced  with  the  ongoing  question 
"WHAT  AM  I  GOING  TO  DO  WITH  MY  FUTURE".  There  were  only  three  options 
that  I  had  to  go  on.  Either  to  go  into  the  armed  forces,  further  my  education  by 
obtaining  a  college  degree  or  enter  into  federal  government  service.  I  choose  the  lat- 
ter. In  tiiose  days,  federal  government  service  was  one  of  the  most  prestigious  move 
that  a  youngster  could  take.  It  offered  continuous  ongoing  career  ladders,  security 
in  holding  a  job  while  obtaining  those  career  ladders  with  promotions  and  other  ad- 
vantages, a  learning  schedule  of  various  professional  craftsmanships  and  most  of  all, 
an  opportunity  to  service  my  country  whUe  I  enhance  my  skills. 

The  last  twelve  years,  has  proven  to  me,  that  maybe  I  was  truly  misguided  in 
believing  that  the  Federal  Grovemment  was  as  shiny  as  I  thought. 

In  the  Reagan  years,  my  fellow  federal  workers  and  I  experienced  and  watched 
as  so  many  of  us  were  subjected  to  rifs,  layoffs,  sacrifices  well  beyond  the  call  of 
duty,  racial  strife,  promotional  unfairness  and  another  form  of  the  feudal  system 
that  I  have  never  known  before. 

In  the  Bush  years,  my  fellow  federal  workers  and  I  experienced  and  watched  more 
rifs,  more  government  cuts,  lack  of  opportunities  of  ever  reaching  or  matching  pri- 
vate sector  monetary  level,  more  cuts  in  promotion  potentials,  cuts  in  percentage 
amounts  given  eac  year  and  otehr  distasteful  occurrences. 
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Now  in  the  first  year  of  the  Clinton  administration,  I  and  my  friends  are  asked 
to  give  even  more  than  sweat,  tears,  blood  and  soul.  There  is  nothing  more  to  give 
that  we  haven't  given  alraedy,  over  and  over.  The  Political  Sea  has  trimmed,  cut, 
bruised  and  abused  the  Federal  Government  Worker.  We  have  been  subjected  to  all 
kinds  of  political  horrors  to  the  point,  that  it  is  a  high  price  to  pay,  just  to  be  a 
Federal  worker. 

Not  only  are  we  subject  to  near  poverty,  because  regardless  of  what  non-federal 
personnel  believes,  the  average  Federal  government  worker  is  not  highly  paid. 
Along  with  the  fact  that  President  Clinton  plans  on  not  giving  the  Federal  sector 
our  cost  of  living  raise,  he  did  not  mention  that  the  Ufe,  health  and  mortgage  insur- 
ance, food  and  all  other  Living  costs  will  have  to  be  sacrificed  by  being  at  a  stand 
stUl  and  not  raise  their  rates,  in  order  for  us  to  survive  this  trial  period. 

In  working  for  the  Department  of  Justice,  the  Nation's  law  firm,  1  and  my  co- 
workers do  not  get  the  benefits  of  employees  of  private  law  firms.  There  is  no  double 
time  when  we  have  to  work  late;  there  is  no  taxi  fare  home  when  we  have  to  stay 
late,  there  is  no  dinner  provided  by  the  employer  when  we  are  at  work  late.  In  too 
many  times  the  average  federal  worker  have  displayed,  that  he  or  she  have  the  gone 
beyond  the  norm  of  being  a  good  federal  worker  to  being  an  exceptional  federal 
worker,  to  see  that  the  federal  government  moves  on,  inspite  of  itself 

In  my  conclusion,  to  be  a  Fedearl  Government  Workers  today,  is  to  be  constantly 
angry,  often  disappointed  and  politically  violated. 

Ms.  Norton.  Ms.  Wootton  of  Maryland. 

Ms.  Wootton.  I'm  going  to  ignore  my  written  remarks  because 
my  main  points  have  been  said  by  many  others  very  eloquently  be- 
fore me.  I  want  to  focus  on  maybe  what  sets  me  apart  from  some 
of  the  other  people  who  have  been  up  here.  I  think  I'm  probably 
the  youngest  person  up  here  and  have  not  yet  decided  whether  I'm 
going  to  commit  myself  to  a  career  in  public  service. 

I'm  an  economist  at  the  Department  of  Labor  with  an  advanced 
degree  and  I  understand  the  hardship  that  the  rest  of  the  country 
is  experiencing  and  their  concerns  about  Government  waste  and 
their  lack  of  sympathy  for  the  pay  of  Government  employees.  I'm 
involved  in  putting  out  those  figures  that  tell  everyone  how  many 
people  are  unemployed. 

However,  the  Grovernment  is  not  just  an  object  to  be  taxed,  to  be 
abused.  Government  employees  provide  services.  And  as  the  recent 
outbreak  of  the  illnesses  and  deaths  from  the  E.  coli  bacteria  dem- 
onstrate, the  past  12  years  have  shown  that  Grovernment  workers 
have  been  compromised.  And  I  guess  the  main  point  I  would  like 
to  make,  people  at  my  level — I'm  a  GS-12,  we  feel  that— I'm  real- 
ly— more  my  age  and  educational  level,  who  are  considering  careers 
in  public  service  have  concerns  about  the  effect  of  this  proposal  on 
morale. 

And  it's  a  question,  not  just  of  the  pay,  the  levels,  but  sort  of  the 
morale  impact.  I  think  the  biggest  objection  the  people  have  to  the 
proposals  is  the  comparability  pay.  They  can  take  freezes  and  there 
can  be  other  cuts  but  people  need  to  feel  valued  and  respected. 

Most  of  my  colleagues  felt  very  excited  with  the  new  administra- 
tion and  the  focus  on  reinventing  Grovernment  and  tr3dng  to  make 
the  Federal  Government  emulate  the  best  practices  of  the  private 
sector  in  total  quality  management,  employee  involvement.  But  in 
order  to  do  that,  there  must  be  trust,  there  must  be  respect  dem- 
onstrated as  well.  And  the  mindless — as  it's  been  characterized  be- 
fore— the  pay  cuts  across-the-board  do  not  demonstrate  that.  We 
would  advocate  that  if  there  need  to  be  cost  savings,  there  should 
be  targets  set  and  employees  and  management  should  together 
work  out  ways  to  achieve  those  cost  savings  first. 
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We  basically  want  to  be  consulted  and  respected.  And  we  think 
that  then  we  can  provide  a  better,  more  effective,  more  quality 
services. 

Ms.  Norton.  Thank  you  very  much,  Ms.  Wootton. 

Ms.  Norton.  Mr.  Pearman  of  Virginia. 

Mr.  Pearman.  Good  evening.  Madam  Chair,  and  the  members  of 
the  subcommittee.  I  also  am  going  to  forego  repeating  the  many 
things  that  have  already  been  said  so  eloquently  this  evening.  And 
I  don't  think  it  bears  mentioning  again. 

It  is  on  the  record  for  my  testimony  and  I'll  let  that  serve  as 
such. 

I'll  get  right  straight  to  one  of  the  suggestions  that  I  have  as  to 
what  we  proposed  as  a  cost  reduction. 

My  name's  Bill  Pearman.  I'm  a  traffic  management  supervisor 
for  the  Federal  Aviation  Administration  in  Leesburg,  VA.  I  rep- 
resent the  FAA  conference  of  the  Federal  Managers  Association. 
The  conference  has  approximately  1,300  members  throughout  the 
United  States  in  all  offices  of  the  FAA.  In  the  business  of  air  traffic 
control  we  place  the  public  safety  as  the  first  priority  in  executing 
our  daily  duties.  We  have  an  unwritten  motto  to  do  whatever  it 
takes  to  get  the  job  done.  Our  expertise  in  this  area  is  without 
question.  Thanks  to  your  support,  we  have  the  best  and  the  safest 
air  traffic  system  in  the  world. 

We  offer  the  President  a  proposal  to  restructure  the  FAA  as  an 
independent  agency,  as  a  cost  saving  measure  that  would  realize 
many  benefits  over  the  long  term.  This  proposal  calls  for  an  FAA 
administrator  appointed  for  a  fixed  term  and  a  restructure  of  the 
present  FAA  management  organization  to:  First,  automate  and  re- 
duce overhead  staffing;  second,  eliminate  micro-management;  third, 
enable  total  quality  management  empowerment  at  the  lowest  man- 
agement level;  and  fourth,  implement  a  self-supporting  FAA  oper- 
ation. 

A  draft  copy  of  our  proposal  is  supplied  for  your  review.  We  look 
forward  to  working  with  the  administration  and  Congress  on  this 
or  any  proposal  to  improve  efficiency  and  reduce  the  operating  cost. 

Once  again.  Madam  Chair,  I  want  to  thank  you  for  the  oppor- 
tunity to  appear  before  your  subcommittee  today. 

Our  least  objectionable  increase — I'm  sorry,  the  most  objection- 
able point  that  we  would  like  to  make  as  far  as  the  oversdl  aspect 
of  our  prospective  has  been  repeated  so  many  times  tonight  and 
that  is  the  pay  Comparability  Act. 

Ms.  Norton.  Thank  you  so  much,  Mr.  Pearman, 

Finally,  Mr.  Hunter  of  the  District. 

Mr.  Hunter.  My  name  is  John  Hunter,  a  resident  of  the  District. 
I  am  a  grade  14,  pension  law  specialist  here  in  the  Department  of 
Labor.  I  am  also  a  member  of  the  Professional  Managers  Associa- 
tion but  here  speaking  on  my  own. 

I  have  30  years  of  service  in  the  Department  of  Labor,  all  of  that 
time  working  to  protect  the  pension  and  welfare  benefits  of  employ- 
ees in  the  private  sector.  I  have  two  brief  points  to  make  here. 
First,  I  feel  the  Government  deficit  was  caused  by  all  of  the  Amer- 
ican people  acting  through  their  elected  representatives.  It  was  not 
caused  by  Federal  civil  service  employees  performing  their  duties 
as  employees.  Therefore,  Federal  employees  should  not  be  made  to 
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contribute  more  or  sacrifice  more  in  solving  the  debt  problem.  Any 
cuts  in  expected  pay  or  benefits  of  Federal  workers  for  that  purpose 
would  be  unfair,  plain  and  simple. 

My  second  point,  an  employer's  promises  should  be  kept.  Over 
the  past  16  years  or  so.  Federal  civil  service  employees  have  suf- 
fered repeated  attacks  on  their  pay  and  benefits.  This  has  created 
a  very  demoralizing  environment  for  Federal  workers  and  is  espe- 
cially frustrating  for  long  service  employees  who  are  at  or  near  re- 
tirement. Any  loss  in  expected  pay  for  these  workers  decreases 
their  retirement  annuity  throughout  their  retirement  lifetime.  This 
is  in  itself  grossly  unfair. 

Then  there  have  been  other  real  and  threatened  cuts  in  retirees 
benefits,  such  as  decreasing  COLA's,  survivor's  annuities,  health 
benefits,  and  life  insurance.  The  overall  effect  is  that  it  becomes 
frightening  to  approach  retirement  because  you  cannot  rely  on  the 
promises  made  by  your  employer.  You  feel  compelled  to  keep  work- 
ing as  long  as  you  can  so  you  can  accrue  additional  retirement 
credits,  build  up  personal  savings,  and  leave  yourself  a  shorter  re- 
tirement life  span  in  which  your  employer  might  further  erode  your 
retirement  security. 

In  conclusion,  there  should  be  no  cuts  in  Federal  civil  servants' 
pay  and  benefits.  To  the  contrary.  Federal  workers  should  be  as- 
sured that  the  promises  of  their  employer  will  be  kept.  It  is  uncon- 
scionable for  the  Government  to  take  compensation  away  from  its 
employees  while  it  gives  money  away  to  others,  especially  for 
things  that  are  outdated,  don't  work,  are  unnecessary  or  outright 
scams.  A  case  in  point  is  the  rip-off  of  Medicaid  by  the  State  of 
New  Hampshire  that  was  on  the  front  page  of  the  Washington  Post 
this  past  Sunday.  There  are  probably  many  more  things  like  this 
to  be  found  and  corrected.  I  have  a  copy  of  that  article  and  I  would 
be  pleased  if  it  could  be  put  in  the  record. 

Thank  you. 

Ms.  Norton.  Thank  you  very  much,  Mr.  Hunter. 

[The  prepared  statement  of  Mr.  Hunter  appears  on  page  128.] 

Ms.  Norton.  And  I  want  to  thank  all  of  you  for  staying  and  for 
giving  such  helpful  testimony.  Ms.  Anderson,  Ms.  Wilson,  Ms. 
Wootton,  Mr.  Pearman,  Mr.  Hunter,  thank  you  very  much. 

I  call  the  next  panel  and  I  have  three  more  panels.  Mr.  Tyrone 
Aiken  of  the  District,  Mr.  Kevin  Cain  of  the  District,  Mr.  Percy 
Sussex  of  Maryland,  Mr.  Tom  Harrington  of  Virginia,  Mr.  Wendell 
Jeno  of  the  District.  Because  the  hour  is  so  late,  we're  close  to  the 
time  we  were  scheduled  to  conclude  and  yet  we  have  another  cou- 
ple of  panels  after  this,  I'm  going  to  ask  you  to  keep  your  testimony 
under  3  minutes.  If  it  is  longer,  please  summarize.  Your  entire  tes- 
timony will  be  entered  into  the  record.  By  unanimous  consent  it  is 
very  important  to  have  that  entire  testimony.  It  is  not  important, 
however,  for  you  to  give  it  orally  if  it  is  over  3  minutes,  considering 
the  hour. 

STATEMENTS  OF  PANEL  6:  TYRONE  AIKEN  OF  THE  DISTRICT, 
KEVIN  CAIN  OF  THE  DISTRICT,  PERCY  SUSSEX  OF  MARY- 
LAND, TOM  HARRINGTON  OF  VIRGINIA,  WENDELL  JENO  OF 
THE  DISTRICT 

Ms.  Norton.  First,  Mr.  Aiken  of  the  District. 
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Mr.  Aiken.  Good  afternoon,  or  good  evening,  I  should  say.  It'll 
soon  be  afternoon  if  we  take  any  longer. 

Madam  Chairwoman,  I  am  Tyrone  R.  Aiken,  president  of  the  Na- 
tional Federation  of  Federal  Employees  local  1050,  located  at  EPA. 
I'll  be  brief  because  a  lot  of  the  points  that  I  would  like  to  cover 
have  already  been  covered.  I'd  like  to  say  that  I  believe  the  Presi- 
dent has  overlooked  one  important  issue  and  that  is  the  ability  of 
Federal  workers  to  be  creative  in  finding  solutions  that  will  save 
money  for  the  Government. 

And  I  would  go  further  to  say  that  there  are  suggestion  programs 
in  place,  in  agencies,  that  are  currently  being  used  primarily  as  re- 
wards for  favorites  that  should  be  activated  and  there  should  be 
some  type  of  mechanism  put  in  place  by  the  President  such  that 
these  suggestion  programs  cannot  be  ignored.  If  we're  not  given  an 
opportunity  to  prove  that  we  can  be  efficient  and  effective,  then  it's 
unfair  to  us.  It's  rather  insulting. 

My  local  is  composed  of  scientist,  lawyers  and  other  profes- 
sionals. These  are  people  who  are  supposed  to  be  the  creme  de  la 
creme  of  this  country.  If  they  can't  find  solutions,  who  can? 

I'd  like  to  summarize  and  close  by  just  saying  the  President 
should  give  us  a  chance  to  prove  that  we  can  save  before  this 
across-the-board  pay  freeze.  It  actually  punishes  everybody,  irre- 
gardless  of  whether  you're  affected  or  not. 

Thank  you. 

Ms.  Norton.  Thank  you  very  much,  Mr.  Aiken. 

[The  prepared  statement  of  Mr.  Aiken  follows:] 

Prepared  Statement  of  Tyrone  Aiken 

Madam  Chairwoman  and  members  of  this  Sub-Committee,  I  am  here  to  testify 
in  opposition  to  the  President's  freeze  of  pay  for  federal  workers. 
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NFFEL^AL2050 


SUMMARY 


/  am  Tyrone  R.  Aiken,  President  of 
the  National  Federation  of  Federal 
Employees,  Local  2050,  located  at 
the  U.S.  Environmental  Protection 
Agency.   NFFE  Local  2050 
represents  scientists,  lawyers  and 
other  professionals  at  the  EPA.  We 
are  in  favor  of  reinventing 
government  but  not  at  the  cost  of 
government  employees  that  not 
been  given  the  chance  to  design 
the  method  of  invention.   The 
reinventing  of  government  has  for 
fifty  years  included:  the  Brownlow 
commission  (1936-37),  first  Hoover 
commission  (1947-49),  second 
Hoover  Commission  (1953-55,  Ash 
Commission  (1969-71),  President's 
Reorganization  Project 
(1977-79)  and  the  Grace 
Commission  (1982-84).  These 
Commissions  were  designed  with 
the  best  of  intentions  but  they 
lacked  true  input  for  unions  and 
civil  servants  at  the  working  level. 
The  current  trend  of  management 
is  profiled  after  the  Japanese  use  of 
statistics  and  quality  management. 
The  first  ethos  of  quality 
management  is  to  seek  the  advice 
of  the  worker  on  the  line  of 
production.   The  second  ethos  is  to 
use  the  advice  of  the  worker;  the 
President  is  not  listening  to  the 
unions  or  the  workers  on  the  line. 


We  have  something  to 
say  about  cutting  the  cost 
of  government 
Government  workers  are 
also  tax  payers  with 
families  to  feed  and  collage 
loans  to  pay  back.    The 
federal  employee  cannot 
afford  to  be  second  to 
private  industry  in  terms  of 
pay  or  skills,  we  are  the 
guardians  of  the 
environment,  protectors  of 
the  nation  and  the  most 
patriot  in  practice;  we 
serve  the  government  of 
the  United  states  daily. 
Service  to  the  government 
should  not  require  that  we 
[Sjacrifice  our  basic  right  to 
participate  in  the 
government.   The  Hatch 
act  prevents  full  political 
participation;  now  the 
President  is  denying  us  the 
right  to  use  our  practical 
experience  in  solving  the 
government  problems. 
NFFE  Local  2050  has 
offered  suggestion  to  the 
EPA  for  years  that  would 
cut  cost,  create  more 
effective  enforcement  of 
environment  regulations. 
Most  of  our  employees  that 
have  offered  good 


suggestions  to  save  money 
and  create  better 
government  have  been 
rebuffed.    They  have  been 
discriminated  against, 
labeled  whistle  blowers, 
trouble  makers  and  gad- 
flies.   The  problems  have 
mushroomed  out  of  control 
and  the  guardians  of  the 
civil  service  have  been 
asked  to  [SJsacrifice;  why 
should  we  when  there  is 
congressional  records 
showing  massive  waste 
and  mismanagement  in 
federal  agencies.   Our 
unions  are  denied  an 
opportunity  to  offer 
suggestions. 
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PfFFE  LOCAL  2050 


and  other  [T]ax 
payers  are  ignored 
when  waste  and 
mismanagement  is 
critiqued.  EPA  had 
questionable  cost  of 
$348.3  Million  dollars 
in  1992  due  to  contract 
,;,  financial  mis- 
%  management  and 
■^   poor-enforcement  of 
environmental  laws . 
The  Office  of  Inspector 
opened  255 
investigations 
concerning  fraud,  waste 
and  mismanagement  at 
EPA.  NFFE  Local  2050 
warned  the  agency  of 
the  deficiencies  in  its 
scientific  programs. 
Scientific  data  integrity 
is  crucial  for  accurate 
decisions  and  effective 
environmental 
decisions;  investigations 
show  that  EPA  is  not 
getting  what  it  pays  for 
and  the  research  is  not 
accurate  or  objective. 
Due  to  significant  cost 
overruns  and  delays  the 
costs  continue  to 
accumulate.  NFFE  Local 
2050  and  EPA 
employees  suggested 
cost  saving  measures; 
they  were  ignored. 
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The  Fi^eral  Qovenunent  has  a 
suggestltxn  program  for  cost 
saving  proposals;  unions 
propose  cost  saomg 
suggestions,  but  are  Ignored. 
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^  Waste  and  MijmanagemertI  c 
EPA.  Questtoned  con  m 
1992  -1348.3 MiUion  Dollar, 


All  we  ask  from  the  President  of  the 
United  States  is  our  Constitutional  right  t 
freedom  and  happiness;  we  are  not 
happy  with  a  government  that  is  not 
effective  and  efficient   President  Clinton 
must  provide  a  forum  for  Tax  payers, 
Federal  Unions  and  others  to  challenge 
waste  and  mismanagement  effectively. 
Freezing  the  pay  of  federal  employees  wilj 
stop  waste  and  mismanagement.  Before 
we  make  this  sacrifice  show  us  that  you 
[Mr.  President  }  have  confidence  in 
Federal  Workers;  create  a  law  outlawing 
waste;  deny  agencies  budget  increases 
when  they  ignore  viable  suggestions 
from  unions  and  employees  that  are 
beneficial  to  the  government.  Punish 
those  who  waste  and  reward  those  who 
save,  but  don't  punish  all  federal 
government. 
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Ms.  Norton.  Mr.  Cain  of  the  District. 

Mr.  Cain.  Good  evening,  Madam  Chairwoman.  My  name  is  Kevin 
Cain.  I'd  like  to  thank  you  for  the  opportunity  to  testify  before  you 
today  and  the  distinguished  chairpersons  also. 

I  have  9  years  of  service  with  the  Federal  Grovernment  and  I 
would  Hke  to  make  my  comments  brief  also.  Basically,  I'd  just  like 
to  make  two  points. 

I  have  a  2-year-old  son,  ma'am,  who  I  have  in  child  care  at  this 
time.  And  not  receiving  my  pay  raises  will  greatly  affect  me  in  my 
abilities  to  keep  my  son  in  child  care.  I  do  not  believe  that  I  should 
be  forced  to  compromise  the  quality  of  child  care  for  my  son.  But 
I  could  be  forced  to  make  this  decision. 

In  addition,  I  have  bills  that  I'm  trying  to  pay.  I  have  loans 
which  is  my  student  loan.  I  do  wish  to  further  continue  my  edu- 
cation in  the  future  but  with  these  cutbacks  in  raises,  I  will  not  be 
able  to  further  my  education.  I  am  barely  able  to  afford  my  basic 
living  expenses  at  this  time.  Another  increase  in  health  insurance 
premiums  will  also  be  a  great  burden  on  myself  and  I  feel  like  I 
need  to  have  these  insurances  but  it  would  be  the  first  expense 
that  I  would  have  to  stop  without  these  pay  raises. 

Also  at  my  current  rate,  I  am  barely  able  to  provide  for  myself 
and  have  to  meet  my  basic  needs  as  well  as  provide  for  my  son. 
And  I  must  add  that  I  am  not  extravagant,  that  I  meet  all  these 
needs  modestly  and  with  the  cost  of  living  increasing,  I  do  not  fully 
understand  how  I  am  expected  to  manage  without  a  cost  of  living 
increase  or  a  possibility  of  a  raise.  To  maintain  the  status  quo  will 
be  difficult  and  achieving  any  future  goals  will  be  impossible  for 
myself. 

Also,  I'd  just  like  to  add,  ma'am,  that  with  the  increasing  costs, 
that  would  place  a  burden  on  me  as  far  as  the  taxes  and  every- 
thing, I'm  just  looking  forward  to  the  future  for  my  son  as  far  as 
for  me  providing  a  good  quality  education  for  him  with  these  in- 
creases in  taxes.  I'm  trying  to  save  money  at  this  time  for  his  edu- 
cation and  that  will  put  a  great  burden  on  myself. 

I'd  like  to  thank  you  for  hearing  my  testimony. 

Ms.  Norton.  Thank  you  very  much,  Mr.  Cain. 

[The  prepared  statement  of  Mr.  Cain  follows:] 

Prepared  Statement  of  Kevin  Cain 

My  name  is  Kevin  Cain.  I  have  9  years  of  service  with  the  federal  government 
and  currently  work  for  the  Department  of  Energy  in  Germantown,  Maryland  as  a 
GS-5. 

Before  working  for  the  Department  of  Energy,  I  worked  for  the  General  Services 
Administration  for  approximately  6  years  and  for  the  Postal  Service  for  3  years  be- 
fore that. 

I  have  a  2-year-old  son  who  is  in  child  care.  If  I  do  not  receive  a  pay  raise,  his 
child  care  costs  are  likely  to  go  up  anyway.  I  do  not  believe  I  should  be  forced  to 
compromise  on  the  quaUty  of  child  care  for  my  son,  but  without  a  pay  raise,  1  could 
be  forced  to  make  that  decision.il  lln  addition,  I  have  many  bills  which  I  am  trying 
to  pay  off.  The  largest  is  my  student  loan,  but  without  a  pay  increase,  it  will  take 
even  longer  to  pay  it  off.  I  had  also  planned  to  go  back  to  school  in  September,  but 
without  a  pay  raise,  this  will  have  to  be  put  off  too. 

I  will  barely  be  able  to  afford  my  basic  living  expenses  without  my  raise.  Another 
increase  in  health  insurance  premiums  will  be  more  than  I  can  handle.  I  feel  like 
I  need  to  have  health  insurance,  but  it  would  be  the  first  expense  that  I  would  have 
to  stop  without  a  pay  raise.  I  hope  it  does  not  come  down  to  that. 

Ms.  Norton.  Mr.  Sussex  of  Maryland. 
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STATEMENT  OF  PERCY  SUSSEX 

Mr.  Sussex.  Good  evening,  Madam  Chairman.  I'm  going  to  di- 
gress from  my  speech  to  shorten  it  up.  But  I  would  Uke  to  say  my 
name  is  Percy  Sussex.  Fm  the  president  of  the  FMA,  Federal  Man- 
agers' Association  chapter  216  of  the  craft  supervisors  in  the  Bu- 
reau of  Engraving  and  Printing.  And  the  Bureau  of  Engraving  has 
about  2,200  employees  in  Washington,  DC  area  and  another  450  in 
our  new  plant  in  Fort  Worth. 

Our  chapter  is  a  small  part  of  the  Bureau  but  as  president  and 
firstline  supervisor  I've  listened  to  positive  and  negatives  on  the 
President's  plan  for  Federal  workers.  I've  listened  to  upper  man- 
agement and  down  through  the  ranks  to  the  lowest  GS  positions 

This  is  my  opinion  of  the  economic  package.  The  Federal  worker 
is  taking  multi-tax  hits  from  the  package  and  we  feel  the  same  ef- 
fects of  the  tax  increases  that  are  going  in  place  for  the  private  sec- 
tor, energy  increases  and  taxes  and  so  on. 

But  we  do  understand  and  agree  that  there  has  to  be  a  reduction 
somewhere,  to  bring  this  deficit  back  in  shape.  What  we  don't  un- 
derstand I  guess  is  when  you  talk  about  the  way  to  go  by  attrition, 
to  bring  the  downsizing  of  the  Government  to  the  proper  level,  and 
then  you  tell  a  worker  that's  working  30  years  and  is  55  years  of 
age  that  when  he  goes  out  he  won't  get  a  raise  as  a  retiree  for  7 
years,  you're  only  going  to  hold  up  that  attrition  system. 

There  should  be  incentives  for  them  to  go  out.  Let  them  go,  let 
some  other  employees  get  in  there.  You're  going  to  be  reducing  in 
the  Defense  Department.  Make  some  room  for  those  people  in  jobs. 
Don't  penalize  them,  they're  just  going  to  hang  around.  I've  talked 
to  many  people  that  are  right  in  the  55,  54  year  age  bracket,  with 
the  30  years  and  they  said,  they're  going  to  look.  They're  going  to 
stay.  They're  not  going  to  go  out  and  not  get  a  raise  in  7  years. 
Let's  put  some  incentives  in  there  to  get  them  out.  That'll  reduce 
the  cost  and  reduce  the  size  of  the  Grovemment. 

Thank  you  very  much. 

Ms.  Norton.  Thank  you  very  much,  Mr.  Sussex. 

Mr.  Harrington  of  Virginia. 

Mr.  Harrington.  Good  evening,  Madam  Chairman.  My  name  is 
Tom  Harrington.  I'm  Zone  2  president  of  the  Federal  Managers'  As- 
sociation. Zone  2  includes  Northern  Virginia,  Washington,  DC, 
Maryland,  Delaware  and  our  chapters  in  Europe. 

Thank  you  for  giving  me  the  opportunity  to  give  you  some  of  my 
views  on  President  Clinton's  economic  package.  Most  Federal  em- 
ployees I've  talked  to  agree  with  the  President,  that  we  must  get 
control  of  the  deficit  but  most  also  feel  Federal  employees  are  being 
asked  to  shoulder  substantially  more  than  their  fair  share  of  the 
burden. 

That  said,  I'd  like  to  move  to  several  suggestions  that  I  have  that 
I  think  would  help  reduce  spending. 

I  work  for  the  General  Services  Administration.  Ten  years  ago 
GSA  began  delegating  authority  to  operate  and  maintain  Federal 
buildings  to  their  occupant  agencies.  This  has  created  a  substantial 
duplication  of  effort.  Operation  and  maintenance  of  buildings  is 
GSA's  professional  business.  Agriculture  runs  farm  programs.  State 
runs  foreign  affairs.  GSA  should  run  buildings.  I  recommend  that 
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we  do  away  with  the  delegation  of  authority  program  and  give  the 
operating  of  buildings  back  to  GSA. 

In  my  30  years  with  GSA  I  have  been  exposed  to  many  Federal 
agencies  and  many  security  clearances.  Each  agency  seems  to  have 
its  own  separate  and  unique  clearance  system.  If  I  get  a  top  secret 
clearance  from  one  agency,  the  next  agency  won't  accept  it.  They 
must  go  through  their  procedure  to  satisfy  their  criteria.  This  is  a 
waste.  There  should  be  a  single  agency  that  provides  clearances  for 
all  Federal  agencies. 

Finally,  I  would  like  to  ask  that  the  President  make  a  strong 
statement  in  support  of  Federal  employees.  Point  out  that  the  aver- 
age Federal  employee  is  already  supporting  deficit  reduction  by 
taking  home  25  to  30  percent  less  in  his  pay  than  his  counterparts 
in  the  private  sector.  Yet,  we  won't  get  a  pay  increase  in  1994.  Fed- 
eral employees  are  dedicated  and  hardworking.  I'm  very  proud  of 
the  professionalism  in  my  office  and  the  excellent  work  we  produce. 
And  we  are  not  alone. 

My  most  objectionable  part  of  his  proposal  is  the  pay  comparabil- 
ity elimination,  or  potential  of  eliminating  it. 

I  guess  the  least  objectionable  would  be  the  energy  tax,  since  it 
covers  or  hits  almost  all  people  in  the  country. 

Madam  Chairman,  that  concludes  my  statement  and  I  thank  you 
for  the  opportunity  to  appear  here  and  if  you  have  any  questions, 
I'd  be  glad  to  answer. 

Ms.  Norton.  Thank  you  very  much,  Mr.  Harrington. 

Mr.  Jeno  of  the  District. 

Mr.  Jeno.  Thank  you,  Madam  Chair.  I  appreciate  this  oppor- 
tunity to  address  this  group.  I,  too,  am  a  Federal  manager,  presi- 
dent of  chapter  148.  These  comments  are  my  comments  and  I 
would  like  to  emphasize  that.  They're  my  comments.  They're  based 
on — I  had  prepared  remarks.  They're  based  on  what  I  heard  the 
past  4  hours  and  I  want  to  reiterate  some  of  these  things.  And  you 
may  be  surprised  at  what  I  have  to  say  because  this  reiteration  is 
what  you  people  have  said  already  but  taken  to  the  nth  degree. 

For  example,  I'm  making  $60,000  a  year.  My  counterparts  on  the 
outside  world  are  making  $180,000  a  year.  I've  only  been  in  the 
Government  for  4  years.  I  feel  that  I  wanted  to — there's  one  thing 
I  didn't  do  in  life,  and  that  is  serve  my  country  outside  of  the  U.S 
Army.  I  meant  in  the  Federal  Government  sector  and  that's  what 
I'm  doing. 

I  live  here  in  the  District  of  Columbia.  Over  50  percent  of  my  pay 
goes  to  Federal  and  local  taxes.  It's  beyond  me  how  anybody  in  this 
area  can  live  on  $30,000  a  year.  It's  beyond  me  because  I  have  a 
very  difficult  time. 

There  was  a  lady  here  not  too  long  ago,  maybe  a  hsdf  an  hour 
ago.  She  says  that  we're  getting  a  double-whammy.  I'd  like  to  cor- 
rect that  statement.  We're  getting  a  sextuple-whammy,  not  a  triple, 
not  a  quadruple,  not  a  quintuple,  but  a  sextuple.  That's  the  lund 
of  whammy  that  we're  getting. 

As  an  American,  I  feel  that  tax  increases  are  not  warranted.  I 
feel  that  the  Government  should  reduce  spending  and  I  feel  very 
strongly  about  that.  But  not  out  of  the  hides  of  the  American  Fed- 
eral worker. 
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In  summary,  I'd  just  like  to  explain  why  we  are  having  a  sex- 
tuple-whammy.  The  taxes  are  being  increased,  elimination  of  local- 
ity pay,  freezing  the  Federal  pay,  reduction  of  cost  of  living  adjust- 
ments, possible  increase  in  health  care  premiums,  and  finally,  our 
pensions  will  definitely  be  impacted.  That,  Madam  Chair,  is  a  sex- 
tuple-whammy  to  the  Federal  work  force. 

Thank  you  for  your  time. 

Ms.  Norton.  Thank  you  very  much,  Mr.  Jeno,  for  your  testi- 
mony. 

And  I  will  thank  the  five  of  you  for  very  helpful  testimony  and 
for  staying  to  give  it  in  person,  Mr.  Aiken,  Mr.  Cain,  Mr.  Sussex, 
Mr.  Harrington,  Mr.  Jeno.  Thank  you  very  much. 

Moving  right  along  to  the  next  two  panels.  I  have  two  more  pan- 
els and  I  want  to  c^l  the  seventh  panel  and  ask  Mr.  Jerome  Wil- 
liams of  Maryland  to  come  forward,  Mr.  Robert  Randall  of  the  Dis- 
trict, Ms.  Joan  Domike  of  the  District,  Ms.  Dawn  Odrowski  of  the 
District,  Ms.  Angela  Smith  of  Maryland — Ms.  Angela  Smith  of  Vir- 
ginia. 

If  anyone  who  has  written  testimony,  please  summarize  it  in  less 
than  3  minutes.  But  please  do  not  forget  to  leave  the  full  testimony 
with  the  reporter.  We  would  like  to  have  the  advantage  of  the  full 
testimony  in  the  record  which  we  will  study  very  carefully.  We're 
going  to  lift  each  and  every  suggestion  out,  look  at  it,  and  see  how 
it  might  fit  an  alternative  proposal  to  make  savings.  Please  sum- 
marize in  less  than  3  minutes,  as  we  are  already  past  the  9  p.m. 
hour.  We've  been  here  since  4  p.m.,  way  past  the  9  p.m.  hour  when 
we  said  we  would  adjourn. 

STATEMENTS  OF  PANEL  7:  JEROME  WILLIAMS  OF  MARYLAND; 
ROBERT  RANDALL  OF  THE  DISTRICT;  DAWN  ODROWSKI  OF 
THE  DISTRICT;  ANGELA  SMITH  OF  VIRGINIA 

Ms.  Norton.  Ms.  Williams — Mr.  Williams,  I'm  sorry,  Mr.  Jerome 
Williams. 

Mr.  Williams.  Grood  evening.  Madam  Chairman.  My  name  is  Je- 
rome Williams.  I  am  employed  at  the  Department  of  Justice  here 
in  Washington,  DC. 

I  want  to  thank  you  for  allowing  me  to  come  before  this  commit- 
tee. I  come  to  the  committee  not  as  a  representative  for  any  special 
interest  group  or  political  action  committee,  but  as  a  concerned  citi- 
zen and  dedicated  fellow  employee.  I'm  very  concerned,  to  say  the 
least,  about  President  Clinton's  proposed  tax  package  as  presented 
to  the  Nation  on  Wednesday,  February  17,  1993.  The  notion  that 
contributions  is  a  new  word  for  taxes  are  accepted  without  chal- 
lenge because  it  would  eliminate  deficit,  does  not  appeal  to  me  as 
a  taxpayer  or  a  working-class  American. 

I'm  wholly  opposed  to  the  President's  proposal  to  freeze  and  with- 
hold Federal  salaries  for  1  year  and  to  thereafter  only  allow  raises 
less  than  1  percent  of  any  existing  proposed  cost  of  living.  I  do  won- 
der if  the  Pay  Comparability  Act  passed  by  Congress  in  1990  and 
is  being  ignored  or  be  set  aside  for  a  period  of  time. 

I'm  given  to  understand  that  Federal  salaries  today  trail  private 
industry  by  28  percent.  There  is  the  added  strain  of  living  in  the 
Washington,  DC  metropolitan  area  where  the  cost  of  living  exceeds 
and  in  some  instances  rivals  that  of  New  York,  Los  Angeles,  and 


143 

San  Francisco,  CA.  I  have  yet  to  understand  why  no  provisions 
have  been  made  to  grant  locality  pay  as  it  has  been  provided  for 
New  York,  Los  Angeles  and  San  Francisco,  CA. 

I  live  in  the  suburbs  of  Maryland  and  pay  very  high  property  and 
income  taxes.  My  children  attend  private  school  because  it's  impor- 
tant that  they  get  a  quality  education.  If  I  were  asked,  I  would  pro- 
pose that  there  be  more  real  cuts  and  not  taxes.  To  begin  with 
there  exists  a  duplicity  which  allows  emplo3anent  persons  to  per- 
forming the  same  function.  The  duplicity  I  speak  to  can  be  found 
in  every  agency  of  the  Grovemment.  There  are  agencies  where  there 
are  not  enough  employees  per  equipment  and  per  managers  which 
cause  waste. 

Other  real  cuts  I  would  propose  would  be  the  complete  elimi- 
nation of  tobacco  and  other  agriculture  subsidies. 

Furthermore,  consideration  should  be  given  to  the  quality  of  edu- 
cation in  America  and  to  in-service  programs — training  programs 
within  Government.  No  training  or  education  program  is  beneficial 
if  its  product  is  poor  or  inadequate.  I  would  hope  that  President 
Clinton  understands  that  employee  morale  is  the  key  to  the  success 
of  any  operation. 

Last,  I  propose  to  President  Clinton  that  the  full  budget  not  be 
balanced  on  the  back  of  Federal  employees  because  we  are  a  cap- 
tive audience  and  our  salaries  are  more  accessible  than  others. 

Thank  you  for  allowing  me  to  testify. 

Ms.  Norton.  Thank  you  very  much,  I  appreciate  that,  Mr.  Wil- 
liams. 

[The  prepared  statement  of  Mr.  Williams  follows:] 

Prepared  Statement  of  Jerome  Williams 

My  name  is  Jerome  Williams,  I  am  a  career  federal  employee  with  the  U.S.  De- 
partment of  Justice,  here  in  Washington,  D.C.  I  want  to  thank  you  for  allowing  me 
to  come  before  this  committee. 

I  come  to  this  committee  not  as  a  representative  of  any  special  interest  group  or 
political  action  committee,  but  as  a  concerned  citizen  and  dedicated  federal  em- 
ployee. I  am  very  concerned,  to  say  the  least  about  President  Clinton's  proposed  tax 
package  as  presented  to  the  nation  on  Wednesday,  February  17,  1993.  The  notion 
that  contributions,  the  new  word  for  taxes,  are  to  be  accepted  without  challenge,  be- 
cause it  will  eliminate  the  deficit,  does  not  appeal  to  me  as  a  taxpayer  or  working 
class  American. 

I  am  wholly  opposed  to  President  Clinton's  proposal  to  freeze  and  withhold  federal 
saleiries  for  one  year,  and  to  thereafter  only  allow  raises  less  1  percent  of  any  exist- 
ing proposed  cost  of  living  increase.  I  do  wonder  if  the  Pay  Comparability  Act, 
passed  by  the  Congress  in  1990,  is  being  ignored  or  will  be  set  aside  for  a  period 
of  time. 

I  am  given  to  understand  that  federal  salaries  today,  trail  private  industry  by  28 
percent.  There  is  the  added  strain  of  living  in  the  Washington,  D.C.  metropolitan 
area,  where  the  cost  of  living  exceeds  and  in  some  instances  rivals  that  of  New 
York,  Los  Angeles  and  San  Francisco,  CA.  I  have  yet  to  understand  why  no  provi- 
sions have  been  made  to  grant  "locality  pay,"  as  it  has  been  provide  for  New  York, 
Los  Angeles  and  San  Francisco,  CA. 

I  live  in  the  suburbs  of  Maryland  and  pay  very  high  property  and  income  taxes. 
My  children  attend  private  schools  because  its  important  that  they  get  a  quality 
education. 

If  I  were  asked,  I  would  propose  that  there  be  more  real  cuts  and  not  taxes.  To 
begin  with  there  exists  duplicity,  which  allows  the  emplosmnent  of  persons  perform- 
ing the  same  function.  The  duplicity,  I  speak  to,  can  be  found  in  every  agency  of 
government.  There  are  agencies  where  there  are  not  enough  employees,  poor  equip- 
ment and  poor  managers,  which  causes  waste.  Other  real  cuts,  I  would  propose, 
would  be  the  complete  elimination  of  tobacco  and  other  agricultural  subsides. 
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Furthermore,  consideration  should  be  given  to  the  quality  of  education  in  Amer- 
ica, and  inservice  training  programs  within  government.  No  training  or  education 
program  is  beneficial  if  it's  product  quality  is  poor  or  inadequate.  I  would  hope,  that 
President  Clinton  understands  that  employee  morale  is  a  key,  to  the  success  of  any 
operation. 

Lastly,  I  propose  to  President  Clinton  that  the  federal  budget  not  be  balanced  on 
the  back  of  federal  employees  because  we  are  a  captive  audience  and  our  salaries 
are  more  accessible  than  others. 

Closing:  Once  again,  thank  you  for  this  opportunity  to  testify  before  this  commit- 
tee. Good  night. 

Ms.  Norton.  We'll  hear  next  from  Mr.  Randall  of  the  District. 

Mr.  Randall.  My  name  is  Robert  Randall.  I'm  an  industry  com- 
modity analyst  for  the  International  Trade  Commission.  I  think  the 
most  objectionable  part  of  the  President's  program  is  the  com- 
parability aspect.  People  like  me  do  the  staff  work  that  the  Com- 
mission uses  to  determine  whether  there  is  injury  to  a  domestic  in- 
dustry in  trade  antidumping  cases.  The  analysts  should  have  in- 
dustry experience  so  that  they  have  some  context  with  which  to 
perform  the  staff  work.  Basically,  because  of  the  lack  of  com- 
parability in  Federal  pay  with  private  industry,  it's  no  longer  easy 
to  get  analysts  who  have  that  kind  of  experience  in  the  Commis- 
sion. 

Let  me  get  a  little  perspective  on  the  chair's  question — if  not 
from  comparability,  where?  It  was  suggested  at  some  considerable 
length  in  the  first  panel  that  better  management  and  more  cooper- 
ative management  teamwork  would  achieve  better  results  with  less 
expenditure  of  money.  An  observation  is  that  in  many  industrial 
sectors  the  United  States  has  some  difficulty  in  competing  with  Eu- 
rope and  Japan  where  teamwork  between  the  workers  and  man- 
agement in  the  development  of  technology  and  manufacturing  sys- 
tems is  more  common  than  it  is  in  the  United  States,  not  that  it 
doesn't  sometimes  happen  here.  And  that  application  of  that  kind 
of  teamwork  in  Federal  Grovernment  could  achieve  considerable 
savings. 

Thank  you. 

Ms.  Norton.  Thank  you  very  much,  Mr.  Randall. 

[The  prepared  statement  of  Mr.  Randall  follows:] 

Prepared  Statement  of  Robert  Randall 

This  statement  augments  my  verbal  testimony  at  the  field  hearing  you  held  at 
the  Department  of  Labor  auditorium  March  4th.  You  requested  that  witnesses  iden- 
tify the  least/most  offensive  part  of  the  President's  proposal  from  our  point  of  view 
and  to  suggest  alternatives  for  reductions  in  federal  spending  that  would  reduce  the 
federal  deficit  by  significant  amounts. 

deferring  comparability/locality  pay  is  the  most  disruptive  proposal 

I  am  an  industry/commodity  analyst  at  the  U.S.  International  Trade  Commission, 
a  small  independent  agency  charged — in  tandem  with  the  International  Trade  Ad- 
ministration in  the  Department  of  Commerce — with  providing  relief  from  unfair  for- 
eign trading  practices  in  this  country,  such  as  dumping.  Analysts  should  have  had 
prior  industrial  experience  to  provide  a  context  in  which  to  most  meaningfully  ana- 
lyze specific  situations,  as  staff  to  the  Commissioners,  who  must  make  decisions  on 
whether  a  domestic  industry  has  been  injured  by  unfair  foreign  competition,  among 
other  responsibilities.  Disparity  between  federal  and  industrial  sector  pay  makes  it 
impossible  to  obtain  analysts  with  actual  experience  in  industry,  or  even  recent 
graduates  of  business  schools.  While  this  does  not  mean  that  the  present  staff  is 
unqualified,  it  does  mean  they  are  less  qualified  than  they  should  be  and  that  the 
staff  work  for  the  Commission  is  less  incisive  than  it  should  be  and  that  the  govern- 
ment is  %'s  paying  for.  Similarly,  the  disparity  between  federal  and  private  sector 
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pay  means  that  few  agencies  are  able  to  attract  and  retain  professional  managers, 
and  are  managed  by  people  who  have  risen  through  the  ranks — providing  somewhat 
useful  procedural  knowledge,  but  not  a  substitute  for  management  skill.  The  man- 
agement deficiency  compounds  because  existing  inadequate  management  cannot 
provide  the  coaching  of  newly  promoted  managers  that  might  compensate  for  the 
new  manager's  lack  of  prior  management  education,  training,  and  experience. 

BETTER  MANAGEMENT  IS  WHERE  TO  ACHIEVE  MAJOR  ECONOMIES 

The  l-to-5  ratio,  mentioned  at  the  hearing,  of  managers  to  workers  actually  pro- 
viding services  to  the  public  is  reflective  of  my  agency.  That  ratio  is  considered  ap- 
propriate in  the  private  sector  where  the  work  of  those  managed  requires  close  co- 
ordination by  the  manager.  However,  where  the  nature  of  the  work  is  parallel  and 
independent — as  in  marketing,  routine  production,  or  is  assigned  as  an  individual 
"case  load" — as  characterizes  much  of  federal  agency  employment  (including  my 
agency),  the  private  sector  manager  spans  10  to  20  employees.  This  suggests  that 
there  may  be  twice  too  many  managers  in  the  federal  government  (higher  grade  em- 

Eloyees  whose  salaries  and  emoluments  must  consume  a  disproportionate  share  of 
udgeted  expenditures). 

There  has  been  considerable — very  painful  and  disruptive — downsizing  in  the  pri- 
vate sector  over  the  past  15  years,  much  of  it  by  reductions  in  middle  management 
ranks.  I  have  not  heard  of  an  instance  of  successful  downsizing  where  the  workers 
were  displaced  and  the  management  hierarchy  was  maintained:  those  companies 
went  out  of  business  (the  bind  GM  and  IBM  now  face).  Nor  have  I  heard  of  a  com- 
pany that  was  successful  by  virtue  of  pay  cuts  rather  than  by  fundamental  restruc- 
turing when  downsizing  was  necessary. 

The  first  panel  at  your  hearing,  the  employee  representatives,  as  well  as  the  sec- 
ond panel  of  management  representatives,  made  a  number  of  suggestions  about 
management  by  results,  total  quality  management,  setting  budgets  while  working 
as  a  team,  etc.  I  am  sure  they  would  be  willing  to  amplify  their  ideas  for  your  sub- 
committee. Consulting  services  are  available  to  government  agencies  for  implemen- 
tation if  President  Clinton's  final  program  mandates  effectiveness  and  efficiency  in 
government  over  the  temporary  palliative  of  budget  cuts. 

No  one  should  think  more  effective  and  efficient  management  will  be  easy  or  pain- 
less to  achieve,  but  governmental  effectiveness  and  efficiency  represent  lasting  sav- 
ings, in  contrast  to  arbitrary  cuts  that  will  have  to  be  restored  later.  The  federal 
budget  deficit  comes  more  from  the  lack  of  governmental  effectiveness  than  because 
the  employees  are  paid  too  much  or  because  taxes  are  too  low.  People  voted  for  Mr. 
Clinton  and  Mr.  Perot  because  government  needs  fundamental  fixing,  not  because 
of  belief  in  the  virtues  of  sacrifice.  Unless  the  new  administration  and  Congress  can 
deliver  on  more  effective  and  efficient  government,  the  electorate  will  be  again  look- 
ing for  new  leadership  in  public  offices  in  the  next  elections. 

Ms.  Norton.  Now,  am  I  pronouncing  your  name  right,  Ms. 
Odrowski? 

Ms.  Odrowski.  Yes,  that's  correct. 

Ms.  Norton.  Ms.  Dawn  Odrowski  of  the  District. 

Ms.  Odrowski.  Good  evening.  My  name  is  Dawn  Odrowski.  I'm 
a  34-year-old  GS-13  staff  attorney  at  the  Federal  Election  Commis- 
sion, where  I  also  serve  as  the  vice  president  of  the  local  NEU 
chapter.  I'm  also  a  resident  of  the  District. 

I'd  like  to  make  two  points  before  I  talk  about  the  effect  of  the 
pay  freeze  and  other  cost  cutting  measures  on  someone  like  me. 
First,  I  think  everyone  understands  and  agrees  that  we  must  all 
make  sacrifices  and  I'm  willing  to  do  so  as  are  many  of  my  col- 
leagues. We're  concerned  about  the  level  of  contribution  we're  being 
asked  to  make  in  an  uncertain  economic  environment  and  in  a 
Metropolitan  area  where  the  cost  of  living  is  very  high. 

Second,  as  a  GS-13  attorney,  I'm  fairly  well  compensated.  Con- 
sequently a  pay  freeze  will  affect  me  much  less  so  than  it  will 
many  of  my  colleagues,  many  of  whom  are  compensated  at  a  GS- 
7  level  and  below.  I  would  hope  that  any  sacrifices  that  we're  asked 
to  make  would  be  indexed  somehow  so  those  earning  less  are  not 
asked  to  make  disproportionate  contributions. 
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My  chief  concern  is  that  the  combination  of  a  pay  freeze,  a  de- 
creased cost  of  Uving  formula  for  the  next  several  years  and  the 
postponement  of  any  regional  comparability  increase  will  act  as  a 
pay  cut  given  that  living  costs  will  continue  to  rise.  I  find  that 
many  of  my  major  expenses,  large  student  loans  from  law  school, 
rent,  health  care  costs,  public  transportation  since  I  don't  own  a 
car,  are  either  fixed  or  can  be  cut  very  little.  Because  these  living 
costs  and  health  care  costs  will  continue  to  rise,  the  pay  freeze  will 
require  me  to  cut  where  I  can.  For  me  in  addition  to  any  discre- 
tionary spending  that  means  cutting  the  money — cutting  for  my  fu- 
ture and  in  help  to  my  family  and  my  community. 

It  means  I  will  have  to  decrease  my  contribution  to  the  thrift 
savings  plan.  I'm  single  but  I'm  currently  able  to  and  do  set  aside 
a  small  amount  of  money  for  my  two  nephews  for  a  college  edu- 
cation, and  I  help  my  parents  who  are  both  retired  and  live  on 
fixed  incomes  when  I  can.  The  pay  freeze  and  eventual  smaller  in- 
creases will  affect  my  ability  to  save  for  them  and  to  help  my  par- 
ents, should  they  ever  need  my  help  particularly  if  their  health 
fails.  And  my  long-term  goal  for  saving  a  down  payment  for  an 
eventual  home  purchase  seems  to  be  ever  more  long-term. 

I  think,  as  I  said  before,  that  we're  all  willing  to  do  our  share. 
We're  willing  to  share  in  any  tax  increases  the  general  public  pays. 
People  at  or  near  my  GS  level  are  willing  to  take  a  pay  freeze  for 
a  year  and  I  think  that  we  may  be  willing  to  take  a  proportionate 
reduced  cost  of  living  increase  in  future  years,  but  the  combination 
of  these  together  with  health  care  increases  and  no  comparability 
pay,  I  think  is  just  too  burdensome  for  Federal  employees. 

Ms.  Norton.  Thank  you  very  much,  Ms.  Odrowski. 

Ms.  Smith,  would  you  mind? 

Ms.  Smith.  Yes,  my  name  is  Angela  Smith  and  I  feel  that  people 
like  myself  are  being  attacked  twice.  I  was  in  the  military.  I  was 
told  you  have  to  get  out  because  we're  down-sizing.  Fine,  I  got  out, 
I  came  to  the  Federal  Government.  I  could  have  gone  to  the  private 
sector  but  I  wanted  to  serve  my  country.  I  would  have  done  20 
years  in  the  military  but  instead,  they  put  me  out. 

It's  no  secret  that  the  cost  of  living  around  here  is  extremely 
high.  I  was  fortunate  enough  to  buy  a  home  only  because  I  was  a 
veteran.  Other  people  are  not  so  fortunate  and  after  listening  to 
other  people's  testimonies,  my  heart  goes  out  to  them.  I  am  a  GS- 
9.  I  tallied  up  my  monthly  bills.  They  come  up  to  $1,900.  My  in- 
come with  me  and  my  husband,  come  up  to  $2,000.  That  does  not 
leave  a  whole  lot  of  extra  money,  should  we  go  over  our  budget. 

I  walked  around  my  office  and  asked  a  couple  of  people,  what 
would  your  suggestion  be  as  opposed  to  this  Federal  freeze  on  our 
salaries?  And  a  majority  of  the  people  said  instead  of  freezing  our 
Federal  salaries  and  reducing  our  benefits  and  cutting  our  work 
force,  let's  freeze  the  services  like  foreign  aid  for  1  year  or  maybe 
5  years  and  take  the  money  from  that  and  use  it  toward  the  deficit. 

I  was  fortunate  enough  to  get  a  copy  of  the  "Vision  of  Change  for 
America"  and  I  looked  it  up.  There  is  a  savings  of  $8  billion  if  this 
particular  plan  is  adopted,  if  the  Federal  freeze  is  accepted.  Well, 
how  much  money  are  we  spending  in  Federal  aid  to  other  coun- 
tries? I  think  it's  time  that  we  start  taking  care  of  our  own  people 


147 

in  our  own  backyard,  before  we  start  lending  a  helping  hand  to  oth- 
ers. 

And  that's  all  I  have  to  say. 

Ms.  Norton.  Thank  you  very  much,  Ms.  Smith. 

I  want  to  thank  all  four  of  you,  Mr.  Williams,  Mr.  Randall,  Ms. 
Odrowski,  and  Ms.  Smith.  Thank  you  for  having  taken  your  time 
and  having  waited  so  late. 

Now,  for  the  last  panel  to  whom  I  am  particularly  appreciative 
because  they  have  waited  very  long  and  very  hard.  I'm  going  to  ask 
them  to  come  forward  at  this  time.  Mayo  DuBasky,  Carl  Willner, 
Bill  Hirzy,  Helen  Ryan,  Stephanie  Swiger,  and  Laura  Johns.  I  don't 
need  to  repeat  for  the  hour  is  late  but  we  need  you  to  keep  under 
3  minutes,  because  you  have  had  to  the  longest  of  all.  Please  make 
sure  that  we  get  copies  of  your  written  testimony  since  we  will  be 
receiving  only  summaries  of  that  testimony,  if  you  happen  to  have 
written  testimony.  It  is  not  necessary  to  have  written  testimony. 
We  have  found  the  testimony  that  you  have  offered,  that  has  been 
offered  here  this  evening,  vitally  important  so  that  we  are  not  deal- 
ing in  the  abstract.  We're  dealing  in  real  experiences  that  have 
been  very  useful  to  us  as  we  try  to  tackle  a  very  difficult  challenge. 

STATEMENTS  OF  PANEL  8:  MAYO  DuBASKY,  CARL  WILLNER; 
BILL  HIRZY;  HELEN  RYAN;  STEPHANIE  SWIGER;  AND  LAURA 
JOHNS 

Ms.  Norton.  Mayo  DuBasky,  I'm  going  to  ask  to  speak  first  from 
the  District. 

Mrs.  DuBasky.  Madam  Chairman — both  of  you,  because  it's  late, 
I'm  going  to  cut  this  back.  I'm  glad  to  be  here  because  there  are 
some  things  that  I  think  are  important  in  considering  yet  another 
budget  for  another  administration.  Let's  don't  knock  the  employees. 
Let's  make  it,  when  we  talk  about  freezing  salaries,  let's  make  the 
heads  of  the  agencies  and  the  new  job  holders  that  came  in  with 
the  administration  work  for  a  dollar  a  year,  that  should  save  a 
great  deal. 

Property  taxes  for  our  modest  home  are  extravagant.  Sales  taxes 
on  heating  fuel  is  exorbitant  and  we  now  face  the  prospect  of  hav- 
ing heating  and  electrical  costs  increased  by  a  new  impost. 

The  extortion  demanded  for  water  and  sewage  charges  is  unbe- 
lievable and  the  levy  for  fuel  will  make  private  transportation  as 
well  as  public  transportation  more  costly.  I  would  not  object  to  the 
pay  freeze  if  the  prices  of  what  we  must  buy  were  also  frozen,  but 
it  seems  that  this  will  not  be  considered.  So  we  will  continue  to  live 
in  a  city  whose  Government  practices  pillage  as  its  principal  indus- 
try. 

Health  benefits  will  be  increased  with  the  Federal  employee  pay- 
ing a  larger  part  of  the  premium.  Even  if  we  can't  afford  it,  the  law 
says  that  we  must  have  it.  In  the  past  2  years,  I  have  had  five  ap- 
pointments with  our  health  service,  two  of  them  for  eye  tests.  Why 
should  I  have  to  pay  the  same  rates  as  someone  with  diabetes  or 
high  blood  pressure?  The  Federal  Government  butted  into  the 
health  care  business,  produced  laws,  regulations,  and  encouraged 
political  practices  that  promote  needless  tests,  operations  and 
charges  and  these  have  bankrupted  some  insurers  and  promised 
more  waste  and  italicized  greed  and  incompetency. 
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As  I  see  it,  the  only  alternative  is  a  free  market  medicine  with 
private  health  insurance  that  is  drastically  overhauled.  Thank  you. 
Ms.  Norton.  Thank  you  very  much,  Mrs.  DuBasky. 
[The  prepared  statement  of  Mrs.  Dubasky  follows:] 

Prepared  Statement  of  Mayo  DuBasky 

Madame  Chairman  and  members  of  the  Subcommittee  on  Compensation  and  Em- 
ployees Benefits,  Thank  you  for  offering  this  opportunity  to  state  my  personal  reflex 
to  the  President's  proposals  for  economic  restoration.  To  begin,  I  am  very  low  on  the 
bureaucratic  totempole,  neither  a  specialist  nor  a  professional.  I  became  acquainted 
with  frugality  in  the  1930's  and  have  practised  it  henceforth.  Without  a  cost  of  liv- 
ing increase  to  meet  the  added  expenses  of  living  in  the  District  of  Coliunbia,  my 
family  may  well  find  itself  with  less  assets  than  liabilities. 

Property  taxes  for  our  modest  home  are  extravagant;  sales  taxes  on  heating  ftiel 
is  exorbitant  and  we  now  face  the  prospect  of  having  heating  and  electrical  costs 
increased  by  a  new  impost.  The  extortion  demanded  for  water  and  sewage  charges 
is  unbelievable.  And  the  levy  for  fuel  will  make  private  transportation  as  well  as 
pubhc  transportation  more  costly.  I  would  not  object  to  the  pay  freeze  if  the  prices 
of  what  we  must  buy  were  also  fi-ozen,  but  it  seems  that  this  will  not  be  considered. 
So  we  will  continue  to  live  in  a  city  whose  government  practises  pillage  as  its  prin- 
cipal industry. 

Health  benefits  will  be  increased,  with  the  Federal  employee  paying  a  larger  part 
of  the  premium.  Even  if  we  can't  afford  it,  the  law  says  that  we  must  have  it.  In 
the  past  two  years  I  have  had  five  appointments  with  our  health  service,  two  of 
them  for  eye  tests.  Why  should  I  have  to  pay  the  same  rates  as  someone  with  diabe- 
tes or  high  blood  pressure?  The  Federal  Government  butted  into  the  health  care 
business,  produced  laws,  regulations,  and  encouraged  political  practices  that  pro- 
mote needless  tests,  operations  and  charges  and  these  have  bankrupted  some  insur- 
ers and  promise  more  waste  and  its  allies:  greed  and  incompetency.  As  I  see  it,  the 
only  alternative  is  a  free  market  medicine  with  private  health  insiirance  that  is 
drastically  overhauled. 

Ms.  Norton.  Mr.  Willner  of  the  District. 

Mr.  Willner.  Madam  Chair  and  members  of  the  subcommittee, 
my  name  is  Carl  Willner.  I  am  an  attorney  in  the  U.S.  Department 
of  Justice.  I  am  also  the  vice-president  of  the  professional  associa- 
tion which  is  a  voluntary  organization  of  attorneys  and  other  pro- 
fessional employees  with  the  Antitrust  Division  of  the  U.S.  Depart- 
ment of  Justice. 

I  agree  with  what  has  been  said  by  other  representatives  of  Fed- 
eral employees  here  regarding  the  unfairness  of  freezing  the  sala- 
ries of  Federal  employees  while  at  the  same  time  subjecting  them 
to  tax  increases.  I  would  like  to  add  a  few  observations  about  how 
the  pay  freeze  will  affect  all  professionals  in  Government  service. 
Our  salaries  are  already  far  below  those  of  our  private  sector  coun- 
terparts. A  typical  starting  salary  for  a  new  lawyer  in  a  large  pri- 
vate Washington  law  firm  is  about  $60,000  per  year,  while  a  new 
attorney  starting  in  the  Antitrust  Division  earns  only  half  that 
amount. 

I  am  personally  aware  of  capable  young  attorneys  who  have  had 
to  decline  or  leave  Government  service  for  the  private  sector  be- 
cause of  the  difficulty  of  raising  a  family  in  the  Washington  area 
and  paymg  their  student  loans  on  that  salary.  I'm  also  aware  of  ex- 
perienced senior  attorneys  who  are  very  concerned  about  the  ex- 
pense of  sending  their  children  to  college  while  remaining  in  Gov- 
ernment service.  A  pay  freeze  will  exacerbate  the  differences  be- 
tween public  and  private  sector  attorneys  and  increase  the  difficul- 
ties we  now  face  in  attracting  the  top  caliber  professionals  that  we 
need  to  carry  out  our  law  enforcement  mission. 
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Our  division  prosecutes  white  collar  criminals.  We  save  millions 
for  the  consumer  every  year  in  preventing  anticompetitive  abuses. 
We  cannot  afford  to  have  attorneys  who  are  any  less  capable  than 
the  highly  paid  corporate  counsel  that  we  face  every  day  in  our 
practice. 

Our  members  are  public  spirited  and  willing  to  do  their  part  in 
the  effort  to  reduce  the  deficit,  but  many  of  us  believe  that  it  would 
be  preferable  to  rely  on  targeted  cost  saving  efforts  at  the  agency 
level  rather  than  a  broad  pay  freeze  that  indiscriminately  injures 
all  employees  and  we  are  willing  to  cooperate  with  agency  manage- 
ment in  these  efforts. 

Madam  Chair,  thank  you  for  the  opportunity  to  address  the  sub- 
committee. 

Ms.  Norton.  Thank  you,  Mr.  Willner. 

Mr.  Hirzy  of  the  District. 

Mr.  HiRZY.  Madam  Chairwoman,  thank  you  for  the  opportunity 
to  testify.  I  am  Bill  Hirzy.  I'm  president-elect  of  NFFE  local  2050 
and  a  GS-15  chemist  at  EPA. 

My  remarks  tonight  are  addressed  to  President  Clinton  and 
they're  aimed  as  much  at  his  heart  as  toward  his  formidable  intel- 
lect. Once  we  had  a  President  who  with  a  few  eloquent  words  de- 
fined himself,  his  administration  and  the  civil  service  credo,  "Ask 
not  what  your  country  can  do  for  you,  ask  what  you  can  do  for  your 
country." 

Since  then,  we've  endured  a  President  who  lived  and  led  by  a 
crass  political  principal,  reward  your  friends  and  punish  your  en- 
emies. We're  now  faced  with  the  task  of  cleaning  up  after  that  kind 
of  leadership.  The  civil  service  is  not  your  enemy  or  America's,  Mr. 
President.  Those  of  us  whose  careers  are  guided  by  John  Kenned/s 
credo  resent  it  when  our  leaders  refer  to  us  as  the  **bloated  bu- 
reaucracy" and  want  to  impose  economic  burdens  on  us  £is  though 
we  were  an  enemy. 

We  recognize  the  political  necessity  of  calling  on  Federal  workers 
to  sacrifice  to  help  clean  up  a  mess,  not  of  our  doing  or  of  yours. 
But  we  ask  that  you  demand  a  bearable  sacrifice  of  us  and  that  you 
respect  that  sacrifice  for  what  it  is,  a  sacrifice  made  out  of  love  of 
country  and  not  categorize  it  as  being  a  punishment  for  being  the 
"bloated  bureaucracy."  America's  workers  ask  that  before  the  na- 
ture or  the  magnitude  of  that  sacrifice  are  defined  that  you  engage 
us  in  its  definition.  We  want  to  help  you  reinvent  our  Government. 

Here's  an  example  that  illustrates  how  we  can  help  save  money. 
Our  union  is  negotiating  movement  of  attorneys  from  our  present 
location  at  Waterside  Mall  to  new  offices.  The  union,  after  talking 
to  workers,  proposed  that  the  furniture  and  equipment  they're  now 
using  be  moved  with  them  but  EPA  management  told  us  that  "con- 
tract opportunities"  require  that  we  accept  new  furniture,  new 
equipment  and  new  carpeting.  Now,  in  the  grand  scheme  of  things 
the  amount  of  money  involved  here  is  nothing,  but  the  principal  is 
everything.  Your  employees  want  to  save  money  and  are  willing  to 
fight  for  it.  Give  us  a  chance.  Give  us  a  chance  to  help  find  alter- 
natives before  you  dictate  to  us  a  full  and  disproportionate  menu 
of  sacrifices,  the  most  onerous  of  which  I  think  are  the  comparabil- 
ity locality  pay  loss  and  the  increase  in  the  civil  service  retirement 
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system  contributions.  That's  a  2  percent  chop  right  off  the  top  of 
those  of  us  who  are  contributing  to  that  fund. 

Mr.  President,  we  ask  that  as  your  appointees  begin  to  target  ad- 
ministrative costs  that  could  threaten  the  long-term  vitality  of  the 
service,  that  you  direct  them  to  bring  us  to  the  table  to  help  iden- 
tify costs  that  won't  threaten  it.  We  can  find  examples  where  real 
fat  and  not  the  bone  and  muscle  of  Grovemment  can  be  cut. 

In  closing,  let  me  say  that  we  can  live  with  some  sacrifice  be- 
cause our  country  clearly  needs  it  and  asks  it  of  us.  We  ask  in  re- 
turn that  we  and  our  service  be  honored  and  not  denigrated  and 
that  union  leaders  be  given  a  role  in  helping  shape  the  scope  and 
the  size  of  the  sacrifice.  Don't  ask  us  to  carry  an  unjust  burden. 
We  are  not  your  enemy  and  we  would  like  to  keep  it  that  way. 

Ms.  Norton.  Thank  you  very  much,  Mr.  Hirzy. 

Ms.  Ryan  of  Maryland. 

Ms.  Ryan.  Madam  Chairman,  I'm  Helen  Ryan,  president  of  the 
National  Federation  of  Federal  Employees  [NFFE]  Local  178.  Part 
of  what  I'm  going  to  say  will  just  be  a  reiteration  but  since  we're 
at  the  end,  I  will  kind  of  wrap  up. 

Federal  salary  increases  are  consistently  held  at  less  than  their 
private  sector  counterparts.  However,  our  living  costs  continue  to 
rise  at  the  same  rate  as  the  rest  of  the  Nation.  Fuel,  electric,  gaso- 
line, clothes,  automobiles,  health,  and  food,  to  name  a  few.  Every 
new  tax  increase  to  include  sales,  Federal,  State,  town,  real  estate, 
et  cetera,  is  also  levied  against  Federal  employees. 

We  deserve  wages  which  permit  us  to  live  above  poverty  level. 
Present  grades  one  through  eight  begin  at  poverty  level.  After 
many  years,  an  employee  at  grade  one  progresses  to  $14,891  and 
grade  six  progresses  to  $26,572,  still  poverty  level.  These  figures 
represent  the  bulk  of  Federal  employees.  Since  many  job  series  do 
not  progress  beyond  grade  eight,  many  Federal  employees'  salaries 
place  them  in  upper  poor  category.  To  freeze  these  salaries  should 
be  an  embarrassment  to  the  President  of  the  United  States. 

One  of  the  most  serious  impacts  of  freezing  Federal  salaries  is 
the  effect  it  has  on  retirement  income  which  is  predicated  on  the 
amount  of  salary  a  Federal  employee  receives  and  the  number  of 
years  service.  At  retirement  many  Federal  employees  immediately 
draw  an  annuity  that  is  equal  to  or  less  than  the  poverty  level.  I 
personally  retired  as  a  GS-11  after  more  than  37  years  service.  I 
reached  a  grade  11  2V2  years  before  I  was  eligible  for  retirement. 
My  retirement  income  is  $23,000,  of  which  approximately  24.1  per- 
cent is  my  April  15  State  and  Federal  tax  bill.  Health  costs,  repair 
bills,  and  clothing  are  almost  cost  prohibitive. 

I  share  this  information  to  establish  the  actual  retirement  salary 
of  a  grade  11.  This  supports  my  position  that  even  without  a  pay 
freeze,  low  grade  GS  employees  will  be  lower  poor  immediately 
upon  retiring. 

Freezing  salaries  will  further  deny  the  Federal  employer  the  op- 
portunity to  hire  exceptional  young  people  to  work  in  behalf  of  the 
public.  In  closing,  it  is  important  to  understand  that  I  recognize 
cuts  need  to  be  made  to  decrease  the  deficit. 

In  this  light,  I  suggest  that  instead  of  freezing  Federal  salaries, 
consideration  be  given  to  stopping  the  abuse  or  hiring  of  onsite  con- 
tractors and/or  service  support  contracts.  I  have  a  copy  of  a  service 
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contract  for  three  typists,  $102,540  for  the  first  year  and  another 
for  repetitive  work  which  will  probably  exceed  $800,000  the  first 
year.  Both  of  these  contracts  were  given  without  the  requirement 
for  a  cost  analysis  to  determine  the  most  cost-effective  way  of  get- 
ting the  work  done,  Federal  employee  versus  private  contractor. 
The  contracts  are  the  direct  result  of  down  sizing  in  the  Federal 
sector.  A  freeze  on  hiring  prevents  hiring  Federal  employees,  there- 
fore. Federal  agencies  are  arbitrarily  hiring  contractors  because  no 
one  seems  to  be  concerned  with  how  much  money  is  funneled  to 
contractors. 

Instead  of  arbitrarily  freezing  wages  of  Federal  employees,  steps 
should  be  taken  to  decrease  the  deficit  by  identifying  and  eliminat- 
ing fraudulent  waste  holding  individuals  accountable  for  bad  busi- 
ness management.  This  is  the  way  to  send  a  clear  message  to  Fed- 
eral agencies  to  stop  the  waste  and  abuse  of  public  funds  and  will 
impact  favorably  upon  the  deficit. 

I  heard  it  mentioned  earlier  that  the  Vice  President  has  a  new 
committee  that's  looking  into  fraud,  waste,  and  abuse.  I'd  sure  like 
to  find  out  how  to  get  on  it.  I  thank  you  for  your  time. 

Ms.  Norton.  Thank  you  very  much,  Ms.  Ryan. 

Ms.  Swiger  of  Virginia. 

Ms.  Swiger.  Thank  you,  I  just  have  a  few  brief  comments. 
Madam  Chairman,  I  would  like  to  thank  you  for  staying  so  late, 
not  cutting  anybody  off  and  letting  us  all  speak.  We  appreciate 
that.  My  name  is  Stephanie  Swiger. 

I  think  that  the  one  thing  that  I'm  hearing  throughout  is  so 
many  people  truly  can't  afford  to  forego  any  increases  in  pay.  But 
while  that  is  true,  we  also  have  to  realize  that  there  are  a  lot  of 
people  with  Grovemment  incomes  who  can  afford  it  and  who  would 
like  to  take  some  time  off.  And  it  was  mentioned  briefly  earlier  by 
Mrs.  Morella,  and  she  suggested  that  would  you,  would  federal 
workers  like  to  take  several  weeks  off? 

Can  I  suggest  an  alternative  to  that  and  some  of  the  agencies 
have  requested  work  schedules  where  they  were — the  5/4/9  work- 
week. And  if  I  could  suggest  that  if  employees  were  given  a  chance 
to  work  four  9-hour  workdays  a  week,  and  have  two  free  workdays 
off,  one  a  compressed  day  and  one  with  leave  without  pay,  enough 
people  might  take  that.  And  there  are  other  alternative  schedules 
that  give  them  time  off,  say  a  shortened  workday  so  that  a  mother 
might  be  home  when  her  children  get  home  from  school.  But  these 
various  alternative  work  schedules  be  offered  way  before  any  other 
cuts  are  given  to  other  employees. 

I'd  also  just  like  to  restate  the  fact  that  employees  all  over  see 
incredible  amounts  of  waste  in  management  and  we  would  like  to 
have  the  opportunity  to  cut  some  of  that  out  ourselves. 

Thank  you. 

Ms.  Norton.  Thank  you  very  much,  Ms.  Swiger. 

This  is  our  very  last  witness.  You  have,  I  don't  know  if  it's  the 
honor  or  the  great  booby  prize  of  the  evening.  But  this  last  testi- 
mony of  the  evening  is  being  received  with  great  appreciation  so 
late  in  the  evening  because  I  know  to  stay  this  late  in  the  evening, 
one  could  be  doing  other  things,  is  itself  a  contribution  to  our  coun- 
try. And  so  I'm  going  to  call  on  Ms.  Laura  Johns  of  the  District  for 
the  last  testimony  of  the  day. 
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Ms.  Johns.  Madam  Chairman,  I'm  employed  at  the  Office  of  Per- 
sonnel Management.  I'm  a  union  steward  and  I  work  with  the  peo- 
ple and  I  try  to  work  for  the  people.  And  when  I  heard  that  this 
hearing  was  going  to  be,  I  wasn't  prepared  for  a  written  statement 
because  I  just  got  the  news  yesterday.  But  I  went  around  to  several 
employees  in  all  grade  levels  and  I  told  them  I  was  coming  here 
tonight  and  I  asked  them  what  would  they  like  for  me  to  say. 

And  in  listening  to  the  audience  and  to  the  remarks  that  they 
made,  all  the  questions  were  asked.  One,  we  can't  stand  the  freeze. 
We'll  be  paying  double  tax.  I  have  a  child  to  send  to  school.  I  have 
a  nursery  bill  to  pay.  My  health  insurance  is  double.  Now,  they 
charge  me  for  dental  plus  my  insurance.  And  I  told  them,  I  say, 
you  all  were  anxious  to  get  a  change.  They  were  glad  to  get  Presi- 
dent Clinton.  I  said  now  give  him  a  chance.  I  say,  with  the  sacrifice 
of  you  and  with  the  sacrifice  of  me,  we  can  make  it  work.  I  asked 
them  if  they  would  like  the  idea  of  taking  1  day  a  week  every  2 
weeks.  Some  like  that.  But  like  someone  was  saying,  I  think  you 
can  only  do  10  days  before  it  bothers  your  insurance  and  your  other 
payments. 

So  I  say  to  you  tonight  that  I  have  evaluated  the  whole  program. 
When  he  was  talking  about  total  quality  management,  we  have 
that  in  our  organization.  That's  a  good  thing,  if  you  can  get  the  em- 
ployees to  participate.  That's  one  way  to  educate  them  without 
going  to  training  because  it  gives  an  employee  the  same  oppor- 
tunity a  manager  has  to  know  what  the  functions  are  and  what 
their  part  is.  And  I  belong  to  the  quality  team,  the  FQT  and  the 
QT  and  with  those  teams  and  the  booster  crew  I'm  a  very  busy  per- 
son. And  I'm  also  on  the  EEO  advisory  committee,  so  people  come 
from  all  sides  and  all  walks  of  life. 

And  I  sum  it  up  like  this,  I  said  to  them,  the  Office  is  the  wheel 
and  you  are  the  spoke  and  if  you  don't  work,  the  wheel  will  be 
weak.  So  if  we  want  this  new  administration  to  work,  we  have  to 
give  and  we  have  to  take. 

I  thank  you  for  the  time. 

Ms.  Norton.  I  thank  you,  Ms.  Johns.  And  you  have  had  the  pro- 
verbial last  word. 

I  want  to  thank  all  of  you  for  remaining  so  long  and  offering  such 
useful  testimony,  Ms.  DuBasky,  Mr.  Willner,  Mr.  Hirzy,  Ms.  Ryan, 
Ms.  Swiger  and  last  and  certainly  not  least,  Ms.  Johns. 

Let  me  say  as  I  close  the  record,  that  the  testimony  we  have  re- 
ceived here  today  from  the  employee  organizations  and  most  as- 
suredly from  individuals  who  came  and  stayed  more  than  vindi- 
cated the  theory  around  which  this  hearing  was  organized,  that  if 
we  open  the  hearing  to  the  employees  themselves,  we  would  be  rich 
with  suggestions  to  make  savings  of  the  kind  the  President  must 
have  without  taking  multiple  sacrifices  from  hard-working,  high 
quality,  energetic,  diligent  employees  of  the  Federal  Government 
who  have  more  than  vindicated  that  notion. 

Next  week  we  will  be  hearing  from  representatives  of  the  Gov- 
ernment. We  will  use  the  testimony  from  tonight  in  drawing  ques- 
tions for  them.  This  has  been  an  important  problem-solving  exer- 
cise. We  intend  to  use  it  again  because  we  believe  it  has  been  so 
useful.  In  my  letter  to  employees  and  employee  organizations  I 
said: 
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Assuming  that  most  Americans  are  being  asked  to  make  a  contribution,  it  would 
also  be  helpful  to  hear  yoiu"  views  on  which  of  the  President's  proposals  you  wovild 
choose  or  other  alternative  proposals  you  would  recommend  for  reducing  the  cost  of 
government  and  the  deficit. 

That  is  exactly  what  we  have  gotten  this  evening  from  the  em- 
ployee organizations  and  from  the  employees  themselves  and  the 
Chair  of  this  committee  is  very  grateful  for  what  you  have  done 
here  tonight  for  the  President,  for  his  plan  and  yes,  for  this  com- 
mittee who  has  been  given  this  hot  potato.  You  have  made  the  po- 
tato less  hot.  Thank  you  very  much. 

This  hearing  is  adjourned. 

[Whereupon,  at  9:40  p.m.,  the  subcommittee  was  adjourned.] 

[Additional  material  submitted  for  the  record  follows:] 

Prepared  Statement  of  Bruce  Bucklinger,  President,  Chapter  275,  Federal 

Managers  Association 

Good  evening  Madam  Chair  and  members  of  the  subcommittee,  I  am  Bruce 
Bucklinger,  President  of  Chapter  275  of  the  Federal  Managers  Association.  I  appre- 
ciate the  opportunity  you  have  given  me  today  to  appear  before  you  in  order  to 
present  the  views  of  our  chapter  on  President  Clinton's  economic  package  and  the 
impact  that  it  will  have  on  Federal  employees. 

While  Chapter  275  is  a  relatively  new  chapter  having  been  formed  only  in  June 
of  last  year,  we  nevertheless  take  our  responsibilities  seriously  not  only  as  federal 
employees  but  as  citizens  of  this  great  country.  Along  with  a  tremendous  number 
of  our  fellow  Americans  we  are  concerned  about  the  size  of  the  federal  deficit  and 
are  worried  about  the  adverse  long-term  effect  that  it  will  have  on  our  Nation  as 
well  as  the  future  of  not  only  all  those  in  this  room  today  but  of  our  children  and 
our  children's  children.  If  not  addressed  in  a  substantive  manner  and  soon,  the  fear 
is  that  we  will  adversely  impact  the  birth  right  of  those  who  come  after  us  and  not 
keep  the  compact  that  we  have  with  those  who  built  and  maintained  this  great 
country  before  us. 

With  this  concern  in  mind  President  CUnton  has  called  for  national  sacrifice  and 
Chapter  275  supports  deficit  reduction  that  is  based  upon  shared  and  equitable  con- 
tributions from  all.  While  no  one  looks  forward  to  the  prospect  of  higher  taxes,  we 
in  Chapter  275  recognize  the  need  for  responsible  and  quick  action  to  address  the 
problems  rsdsed  by  tiie  ongoing  deficit.  However,  as  proposed  the  sacrifice  seems  to 
fall  doubly  on  the  federal  worker.  Indeed,  for  those  employees  living  in  a  metropoli- 
tan area  that  was  scheduled  to  receive  the  first  installment  on  narrowing  the  com- 
parability pay  gap  with  their  private  sector  counterparts,  the  President's  proposal 
constitutes  a  triple  sacrifice.  As  taxpayers,  federal  employees  regardless  of  grade 
will  be  subject  to  all  of  the  same  taxes  and  increased  living  costs  as  our  fellow 
Americans.  However,  we  are  also  being  called  upon  to  go  without  cost  of  living  pay 
increases  in  1994  as  well  as  reduced  increases  in  1995,  1996  and  1997.  Not  only 
do  these  reductions  have  a  short  term  impact  on  all  federal  employees  but  they  also 
carry  long  term  implications  and  will  result  in  permanent  reductions  in  pay  and  re- 
tirement benefits  for  ourselves  and  our  families  in  future  years.  Taken  together,  the 
proposals  unfairly  target  the  federal  worker  and  require  him  or  her  to  shoulder 
more  of  the  burden  than  the  rest  of  America. 

As  a  federal  employee  for  over  25  years  I  have  seen  a  number  of  occasions  in 
which  the  federal  employee  was  asked  to  lead  the  way  and  set  an  example  by  way 
of  economic  sacrifice  so  that  our  country's  economic  ills  could  be  addressed.  As  a  re- 
sult, the  federal  worker's  pay  lags  significantly  behind  his  counterpart  in  the  private 
sector.  The  current  proposals  to  the  extent  that  they  reduce  pay  increases,  increase 
health  benefit  premiums  and  reduce  future  retirement  benefits  will  only  serve  to  in- 
crease this  imbalance  making  federal  emplojmient  a  less  desirable  alternative, 
thereby  depriving  our  country  of  the  services  of  the  best  minds  and  talents  avail- 
able. Speaking  on  behalf  of  a  generation  that  was  inspired  to  seek  government  serv- 
ice by  President  Kennedy  and  the  promise  of  President  Johnson's  Great  Society,  I 
can  only  say  that  our  country  suffers  if  we  cannot  attract  some  of  our  best  and 
brightest  to  become  public  servants. 

Chapter  275  is  aware  that  ciurent  economic  circimistances  have  resulted  in  imem- 
ployment  for  a  large  number  of  people.  However,  given  the  added  sacrifices  that  the 
federal  employee  is  being  called  upon  to  make  under  the  proposal,  a  message  is 
being  sent  about  the  regard  with  which  the  federal  worker  is  held.  Federal  employ- 
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ees  are  willing  to  contribute  to  the  efforts  to  reduce  the  deficit.  However,  we  are 
being  singled  out  for  more  than  our  fair  share.  Further,  we  have  in  years  past  con- 
tributed our  share  to  deficit  reduction  by  reductions,  delays  and  cutbacks  in  pay  and 
benefits.  In  a  very  real  sense  it  can  already  be  said  that  "We  gave  at  the  office." 

In  conclusion,  deficit  reduction  is  important  to  our  Nation's  well-being  and  the 
members  of  Chapter  275  will  do  their  part  as  private  citizens  to  pay  their  fair  share. 
Also,  we  will  continue  in  ovu-  responsibility  as  public  servants  to  work  efficiently  and 
effectively  in  our  jobs.  However,  we  ask  that  we  not  be  unfairly  singled  out  to  shoul- 
der a  double  or  triple  bvu"den  of  sacrifice  that  no  other  sector  of  oiu*  economy  is  being 
asked  to  carry. 

Madam  Chair,  I  again  want  to  thank  you  for  this  opportunity  to  appear  here 
today.  I  will  be  happy  to  answer  any  question  that  you  or  your  colleagues  may  have. 


THE  PRESroENTS  ECONOMIC  PLAN 


WEDNESDAY,  MARCH  10,  1993 

House  of  Representatives, 
Committee  on  Post  Office  and  Civil  Service, 
Subcommittee  on  Compensation  and  Employee  Benefits, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  call,  at  10  a.m.,  in  room  311, 
Cannon  House  Office  Building,  Hon.  Eleanor  Holmes  Norton  (chair 
of  the  subcommittee)  presiding. 

Members  present:  Representatives  Norton,  Ackerman,  Byrne, 
Morella,  and  Young. 

Staff  present:  Cedrick  Hendricks,  staff  director;  Brian  Seward, 
legislative  assistant;  and  Julia  Hudson,  legislative  associate. 

Ms.  Norton.  We  were  waiting  for  our  distinguished  ranking 
member  who  has  been  held  up,  but  she  said  if  5  minutes  passed 
and  she  wasn't  here,  to  go  ahead.  We  don't  want  to  keep  our  wit- 
nesses waiting.  We  will  allow  Ms.  Morella  to  make  her  opening 
statement  when  she  is  able  to  be  here. 

I  want  to  especially  welcome  today's  witnesses,  whose  testimony 
is  vital  to  the  deliberations  and  the  work  of  this  subcommittee.  The 
Compensation  and  Employee  Benefits  Subcommittee  has  been 
handed  a  particularly  difficult  part  of  President  Clinton's  package. 
The  administration  proposes  to  achieve  two-thirds  of  its  discre- 
tionary cuts  from  Federal  employees,  retirees,  and  survivors  alone. 
This  subcommittee  believes  that  with  sufficient  consultation,  open- 
ness, flexibility,  and  ingenuity,  we  can  meet  the  President's  targets, 
while  eliminating  the  criticism  that  has  become  widespread  that 
savings  have  repeatedly  been  drawn  from  the  same  source,  the 
Federal  employee  wage  and  benefit  package. 

I  believe  that  the  President  is  pursuing  the  right  course  in  insist- 
ing on  reduction  of  a  deficit  that  is  draining  capital  from  vital  sec- 
tors that  have  been  starved  for  investment  for  years.  It  is  because 
the  President  has  finally  made  the  American  people  face  this  re- 
ality that  a  plan  asking  for  sacrifices  has  found  such  remarkable 
support,  not  only  in  the  country,  but  in  the  Congress  and  in  this 
subcommittee. 

The  subcommittee,  however,  has  the  responsibility  to  get  to  the 
hard  part.  This  morning's  witnesses  might  understand  our  di- 
lemma if  they  put  themselves  in  our  place.  Here  are  the  proposals 
the  subcommittee  has  been  given  to  work  with: 

Next  year's  2.2-percent  pay  increase  cancelled;  execution  of  local- 
ity pay  delayed  1  year;  annual  pay  increases  reduced  through  1997; 
child  survivor  benefits  limited;  payments  to  survivors  of  Federal  re- 
tirees reduced;  lump-sum  retirement  benefits  ended;  large  health 
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care  costs  transferred  from  the  Government  to  enroUers;  and  of 
course,  taxes  applicable  to  other  Americans  also  required  of  Federal 
employees. 

Last  week,  when  I  spoke  with  0MB  Director  Leon  Panetta  about 
the  magnitude  and  the  proportion  of  the  burden  falling  on  Federal 
employees,  he  indicated  that  he  too  was  concerned  and  said  he  was 
willing  to  work  with  this  subcommittee.  He  mentioned  two  of  the 
President's  proposals  in  particular.  There  is,  perhaps,  some  logic  in 
the  fact  that  they  were  the  ones  that  most  distressed  the  employee 
witnesses  at  a  recent  hearing,  the  delay  in  locality  pay,  and  the 
precipitous  shifting  of  very  substantial  health  care  costs  from  the 
Government  to  enrollers.  I  have  also  written  directly  to  the  Budget 
Committee  to  express  this  subcommittee's  concerns. 

Our  subcommittee  needs  the  help  of  today's  witnesses  just  as  we 
asked,  and  I  must  say,  got  help  from  the  witnesses  at  last  week's 
hearing.  Last  Wednesday,  Federal  employee  organizations  and  in- 
dividual employees  themselves  testified.  Most  of  them  were  strong 
supporters  of  the  President  and  never  assumed  that  they  should  be 
exempt  from  sacrifice.  They  understood  that  because  their  wages 
and  benefits  were  funded  entirely  by  the  taxpayers,  they  would  be 
asked  for  significant  sacrifices.  Moreover,  I  was  clear  from  the  be- 
ginning that  last  week's  hearing  should  not  become  a  gripe  session. 
If  they  had  objections  to  the  President's  cuts,  they  should  offer  al- 
ternatives. They  did  just  that. 

Looking  at  some  of  the  suggestions  from  employees,  employee  or- 
ganizations, CBO  and  others  that  have  come  from  this  subcommit- 
tee, we  begin  to  see  that  there  are  many  untapped  choices  out 
there.  Among  them  are  reducing  the  Federal  work  force  by  150,000 
rather  than  100,000  for  an  additional  $4  billion  in  savings;  reduc- 
ing the  amount  the  (government  spends  on  service  contracts  with 
private  firms  by  10  percent;  using  5  furlough  days  which  reduces 
personnel  costs  but  does  not  erode  the  base  for  employee  pensions; 
reducing  the  number  of  managers  from  5-to-l  to  a  ratio  comparable 
to  that  in  the  private  sector,  11-to-l;  and  giving  dollar  reduction 
targets  with  attrition  penalties  if  the  targets  are  not  met  by  a  time 
certain. 

These  suggestions  I  mention,  among  many  others  that  we  have 
received,  not  only  because  real  savings  with  less  direct  and  recur- 
rent pain  might  be  achieved.  More  important,  they  show  the  enor- 
mous good  faith  with  which  employees  have  approached  this  proc- 
ess. I  know  that  today's  witnesses  come  in  the  same  problem-solv- 
ing spirit.  This  subcommittee  stands  with  the  President,  stands 
ready  to  help  him  do  his  hard  job  and  stands  ready  to  do  our  part. 
We  ask  of  today's  witnesses  that  you  do  what  you  can  to  help  us. 

I'd  like  to  ask  if  Mr.  Ackerman  has  any  opening  statement? 

Mr.  Ackerman.  I  just  want  to  thank  you,  Madam  Chair,  on  the 
timeliness  of  this  hearing  and  waive  my  opening  statement. 

Ms.  Norton.  Thank  you,  Mr.  Ackerman. 

Ms.  Byrne. 

Ms.  Byrne.  Thank  you,  Madam  Chair.  I,  too,  was  very  impressed 
with  our  last  hearing  and  the  quality  of  testimony  from  our  Federal 
workers.  But  I  do  know  that  much  has  been  said  about  Federal  em- 
ployees serving  as  shining  examples  of  America  to  grin  and  bear 
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it,  just  one  more  cut,  just  one  more  freeze,  just  one  more  slice  in 
the  pension  or  health  benefits. 

You  know,  it's  awfully  hard  to  shine  when  the  world  is  wearing 
you  down.  The  Federal  employee  is  no  stranger  to  sacrifice.  Time 
and  again,  our  Nation  has  called  upon  its  public  servants  to  con- 
tribute their  fair  share.  Like  many  of  my  constituents  in  the  11th 
Congressional  District  of  Virginia,  I,  too,  am  concerned  about  Fed- 
eral employees  who  may  be  expected  to  take  on  one  more  sacrifice, 
more  than  their  fair  share  of  the  burden. 

President  Clinton's  economic  recovery  plan  proposes  to  freeze 
Federal  pay,  as  we  all  know,  in  1994,  reduce  pay  from  1995 
through  1997,  and  impose  higher  taxes  on  all  Federal  employees. 
I'm  gravely  concerned  this  combination  will  have  a  demoralizing 
and  in  many  cases,  disastrous  effect  on  our  Nation's  Federal  em- 
ployees and  unfairly  force  them  to  show  their  disproportionate 
share  of  our  burden. 

In  addition  to  the  pay  freeze,  cuts,  and  increased  taxes,  the 
President's  budget  will  request  additional  cuts  and  benefits  such  as 
the  elimination  of  lump-sum  benefit  option,  a  reduction  in  pay- 
ments to  the  survivors  of  our  Federal  retirees,  and  the  lowering  of 
the  age  limit  paid  to  surviving  children  of  Federal  workers.  Federal 
workers  do  not  want  to  shirk  their  responsibilities  to  aid  in  de- 
creasing the  Nation's  deficit.  In  fact,  as  our  testimony  showed  last 
week,  they  have  contributed.  They  are  willing  to  contribute.  In  the 
last  10  years,  the/ve  contributed  over  $120  billion  to  that  end. 
They  have  already  accomplished  a  great  deal  of  deficit  reduction  on 
their  own  with  delayed  and  reduced  and  cancelled  pay  raises. 

It  was  not  very  long  ago  that  the  Federal  Government  was  expe- 
riencing serious  problems  in  recruiting  and  retaining  Federal  em- 
ployees. As  a  direct  result,  Congress  and  the  Bush  administration 
agreed  on  a  long-term,  comprehensive  pay  reform  program  that 
was  designed  to  strike  a  balance  between  Federal  salaries  and  the 
private  sector.  The  rationale  for  this  was  simple:  to  prevent  high 
quality  people  from  leaving  the  Grovemment  to  the  private  sector. 
Salaries  had  to  be  more  competitive. 

The  average  pay  gap  between  public  and  private  sector  salaries 
still  remains  at  29  percent.  Maintaining  an  effective,  motivated 
work  force  will  be  crucial  if  we  are  to  succeed  in  carrying  out  the 
economic  recovery  program  that  President  Clinton  has  laid  before 
us.  We  all  want  him  to  desperately  succeed,  and  I'm  sure  that  goes 
for  Federal  employees,  too.  But  like  any  organization,  we  need  the 
resources,  the  tools,  and  the  person  power  to  make  it  happen. 

Thank  you,  Madam  Chair. 

Ms.  Norton.  Thank  you,  Ms.  Byrne. 

Right  on  cue  is  the  ranking  member,  Mrs.  Morella.  We  will  allow 
her  to  catch  her  breath,  and  then  if  she  desires,  to  give  an  opening 
statement. 

Welcome. 

Mrs.  Morella.  Thank  you.  Madam  Chair,  for  the  opportunity  to 
speak  this  morning  and  for  having  this  second  in  the  series. 

I'd  like  to  ask  permission  that  my  opening  statement  be  included 
in  the  record,  but  I  just  wanted  to  make  some  spontaneous  com- 
ments about  the  fact  that  I  want  to  welcome  you,  Montgomery 
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County  resident,  as  a  matter  of  fact,  and  excellent  selection  for 
your  post,  Ms.  Rivlin. 

But  this  is  a  very  important  hearing  for  us  because  it  follows  up 
on  one  that  we  had  at  the  Department  of  Labor.  As  the  Chair  prob- 
ably mentioned  a  lot  of  suggestions  were  given  at  that  hearing.  Our 
Federal  employees  are  citizens  of  the  United  States  and  they're 
willing  to  sacrifice  as  everybody  is. 

However,  we  found  that  there  is  a  tremendous  burden  falling  on 
them.  Not  only  the  pay  freeze,  but  then  the  diet  cola,  the  ECI-1 
subsequent  to  that,  the  effect  on  retirement,  the  cut  backs  in  every 
department  in  terms  of  personnel  by  attrition,  the  increase  in  the 
health  benefit  plan,  just  so  many  preponderance  of  burden  falling 
on  them.  And  some  excellent  suggestions  were  being  offered. 

And  so,  we  look  to  you  in  your  testimony  this  morning,  to  re- 
spond on  why  it  seems  as  though  this  public  sector,  which  make 
all  of  the  programs  run,  are  the  ones  that  seem  to  be  singled  out 
in  the  extra  sacrifice  and  whether  or  not  there  are  other  alter- 
natives that  you  have  looked  at  that  could  well  be  proposed  to  re- 
lieve that  kind  of  burden. 

So,  I  welcome  your  testimony  and  thank  you  very  much  for  com- 
ing. 

Ms.  Norton.  Thank  you,  Mrs.  Morella. 

Mrs.  Morella.  Thank  you. 

Ms.  Norton.  Now,  Alice,  before  I  welcome  you,  have  you  really 
moved  to  Montgomery  County? 

Ms.  RrvLiN.  No,  I  do  live  in  the  District  of  Columbia. 

Ms.  Norton.  I  just  wanted  to 

Ms.  RrvLlN.  But  it's  all  one  big  metropolitan  area,  right? 

Ms.  Norton.  That's  right.  And  the  more  of  them  that  live  in  the 
District,  the  better  off  we  all  are. 

I  am  particularly  happy  to  welcome  my  very  good  friend,  Alice 
Rivlin,  who  I  have  known  both  as  a  friend  and  as  a  professional. 
And  I  just  want  to  open  by  saying  that  there  can  be  no  member 
of  this  administration  who  is  more  skilled  or  more  professional  or 
more  fair  than  Alice  Rivlin.  I  think  the  country  is  very,  very  fortu- 
nate to  have  her  where  she  is. 

Alice,  before  you  begin,  could  I  beg  your  indulgence  and  the  in- 
dulgence of  the  committee,  simply  to  put  on  the  record  something 
that  I  would  like  you  to  look  into  pertaining  to  your  office  and  a 
matter  that  I  think  can  not  possibly  have  come  to  your  attention. 

Yesterday,  a  bill  that  had  the  backing  of  three  committees,  the 
chairman,  the  ranking  member,  and  the  unanimous  backing  of 
three  committees  was  about  to  go  to  the  floor  and  it  had  no  state- 
ment from  the  administration  of  support.  We  were  able  to  get  that 
support  by  calling  directly  to  the  White  House,  and  I  am  very 
pleased  that  a  member  of  the  White  House  staff  literally  walked 
it  over  and  gave  it  to  me,  literally,  as  we  were  about  to  go  to  the 
floor. 

A  member  who  opposed  the  legislation,  outside  of  the  committee, 
had  sent  a  "Dear  Colleague" — it  embarrassed  us — indicating  that 
the  administration  was  not  even  for  this  piece  of  legislation.  It  was 
on  the  suspension  calendar  because  it  was  noncontroversial.  It  in- 
volved a  transfer  of  land  to  Columbia  Hospital  for  Women  in  order 
to  erect  a  women's  health  resource  center. 
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I  have  every  reason  to  believe  highly  placed  civil  servants  who 
have,  in  the  last  administration,  operated  essentially  as  political 
ftinctionaries  were  responsible  for  this  problem.  The  chair  of  the 
major  committee  involved  had  his  staff  calling  0MB  all  that  week 
and  got  nothing.  And  I  put  this  on  the  record  basically  to  send  a 
message  to  these  functionaries  to  let  them  know  I  know  who  they 
are.  They  have  attempted  the  same  thing  with  the  International 
Culture  and  Trade  Center.  Here,  where  we  have  appropriation  lan- 
guage, indicating  that  the  center  must  be  occupied  by  agencies  that 
are  related  entirely  to  international  affairs,  and  we  have  gotten 
word  that  these  civil  servants  have  indicated  that  they  are  bracing 
for  a  fight. 

I  simply  want  to  bring  it  to  your  attention  on  the  record  so  that 
you  will  know  that  there  are  a  number  of  Members  of  Congress 
who  believe  that  that  part  of  the  OMB,  which  I  believe  does  not 
yet  have  its  person  in  place,  does  have  problems  that  have  had  a 
serious  effect  here.  I  know  you  would  want  to  know  about  it.  I 
would  have  told  you,  frankly,  in  private,  but  I  am  telling  you  now 
because  I  want  the  record  to  show  that  the  Congress  simply  will 
not  accept  from  civil  servants,  action  that  amounts  to  sabotage  of 
the  administration  and  of  the  mandate  of  the  Congress  itself.  I 
want  them  to  know  I  know  who  they  are  and  I  have  spoken  to  the 
person  who  is  in  charge  of  them. 

Having  delivered  that  with  the  indulgence  of  the  committee  and 
of  you,  may  I  ask,  Ms.  Rivlin,  for  your  testimony. 

STATEMENT  OF  ALICE  M.  RIVLIN,  DEPUTY  DIRECTOR,  OFFICE 
OF  MANAGEMENT  AND  BUDGET 

Ms.  Rivlin.  Thank  you.  Madam  Chair.  You're  quite  correct  that 
I  was  not  aware  of  this  matter,  but  we  will  certainly  look  into  it. 

I  have  a  tough  assignment  today.  Nobody  likes  to  defend  things 
that  obviously  hurt  people  like  pay  freezes  and  reductions  of  other 
benefits.  Moreover,  this  administration,  unlike  previous  ones,  be- 
lieves Government  has  an  important  role  to  play  and  civil  servants 
must  be  a  very  important  part  of  that  role.  We  are  not  out  to  get 
the  civil  servants,  but  we  find  ourselves  in  economic  crisis  and  I 
want  to  start  by  putting  the  administration's  proposals  in  the  con- 
text of  the  overall  economic  plan.  Why  are  we  doing  this?  We  are 
doing  this  because  we  must  get  our  economy  together  to  have  a 
more  productive  future. 

To  understand  why  the  administration  finds  it  necessary  to  rec- 
ommend this  tough  medicine,  such  as  freezing  Federal  pay,  it's  im- 
portant to  understand  the  rationale  for  the  President's  economic 
plan  as  a  whole.  The  overarching  theme  of  the  President's  plan  is 
investment  for  the  future.  The  administration  hopes,  not  only  to 
ensure  a  strong  and  durable  recovery  from  the  recession,  but  to  re- 
verse the  underlying  economic  trends — slow  productivity  growth, 
stagnant  incomes,  growing  income  inequality — that  have  under- 
mined confidence  in  the  future  of  the  American  economy.  The  plan 
is  based  squarely  on  the  fundamental  premise  of  the  Clinton  ad- 
ministration. Productivity  growth  is  the  key  to  our  long-term 
standard  of  living,  investment  is  the  key  to  productivity  growth. 
Accordingly,  the  plan  seeks  to  increase  investment  very  broadly  de- 
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fined,  investment  in  both  the  pubHc  and  the  private  sectors,  and 
in  both  physical  capital  and  in  people's  skills  and  knowledge. 

The  plan  has  three  basic  parts.  The  stimulus  package  is  a  down 
payment  on  longer  run  investments.  It  focuses  on  increasing  spend- 
ing for  programs — from  highways  to  high  technology  research,  from 
community  development  to  child  nutrition — that  are  vital  for  long- 
term  growth  and  yet,  present  an  opportunity  to  create  jobs  and  to 
jump  start  the  economy.  This  stimulus  package  is  designed  to  cre- 
ate a  half  million  new  jobs  quickly.  It  is  not,  however,  a  conven- 
tional prescription  for  adding  to  consumer  demand  by  cutting  gen- 
eral taxes,  or  creating  make  work  jobs.  Rather,  the  stimulus  pack- 
age is  an  effort  to  get  a  fast  start  on  needed  long-term  investments 
in  the  public  sector  and  to  provide  tax  incentives  for  immediate  in- 
creases in  investment  by  large  and  small  businesses. 

The  investment  package  is  intended  to  shift  the  composition  of 
Federal  expenditures  from  consumption  to  investment.  It  works  to 
expand  America's  longrun  capacity  to  produce  through  increased 
spending  on  the  common  resources  that  underpin  American  eco- 
nomic life,  with  special  emphasis  on  infrastructure,  education, 
training,  science,  and  technology. 

And  then  we  come  to  the  hard  part.  The  deficit  reduction  plan 
is  also  a  vital  part  of  the  effort  to  increase  future  productivity  and 
raise  our  own  and  our  children's  living  standards.  The  President 
has  repeatedly  pointed  out  that  deficit  reduction  is  not  an  end  in 
itself,  or  something  we  should  do  because  we  have  an  abstract  af- 
finity for  thrift  or  fiscal  neatness.  Chart  1,  which  is  attached  to  my 
testimony,  shows  the  deficit  dilemma  that  faces  us  if  we  do  not 
change  course.  We  must  reduce  the  Federal  deficit  to  reduce  the 
Government's  drain  on  national  saving,  to  free  up  funds  for  produc- 
tivity enhancing  investments  in  the  private  sector,  to  lower  long- 
term  interest  rates,  and  to  make  our  Nation  less  dependent  on  for- 
eign capital.  Deficit  reduction  is  essential  to  the  economic  health  of 
the  Nation.  All  groups  must  contribute  to  the  solution  of  this  com- 
mon problem. 

This  is  an  honest  deficit  reduction  plan.  It  avoids  smoke  and  mir- 
rors and  instead,  presents  the  hard  choices,  some  of  which  we  will 
discuss  today,  that  are  needed  to  stabilize  our  finances  while  in- 
vesting in  our  future.  No  one  relishes  the  prospect  of  pay  freezes 
on  Government  employees,  of  tax  increases  on  Social  Security  re- 
cipients, of  eliminating  outdated  programs  which  are  nonetheless 
loved  by  those  who  gain  from  them,  and  by  their  friends  here  in 
Washington.  But  a  leader  must  make  those  choices.  President  Clin- 
ton has  offered  a  clear  set  of  proposals.  Others  may  have  different 
priorities,  but  anyone  rejecting  this  set  of  proposals  should  offer 
specific  alternatives. 

This  administration  is  neither  antigovernment  nor  antipublic 
servant.  It  believes  that  the  Government  has  an  important  role  to 
play  in  the  economy  and  must  play  that  role  more  effectively  and 
efficiently. 

The  Federal  Government  touches  our  lives  in  many  important 
ways,  some  of  them  visible  to  the  general  public  and  some  not.  A 
person  who  receives  a  Social  Security  check  or  goes  to  a  Social  Se- 
curity office  to  determine  his  or  her  benefits,  or  the  American  who 
visits  national  parks  or  forests,  or  who  sees  our  men  and  women 
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in  Operation  Desert  Storm,  all  understand  how  important  public 
servants  are  in  our  daily  lives.  Less  visible  are  the  air  traffic  con- 
trollers who  ensure  the  safety  of  our  airways,  the  scientists  and 
technicians  at  the  National  Institutes  for  Health  or  the  Centers  for 
Disease  Control  who  work  to  improve  our  knowledge  of  disease  and 
protect  the  public  health.  It  is  precisely  because  of  the  importance 
of  what  the  Government  does  that  the  President  has  announced 
the  National  Performance  Review  under  the  leadership  of  Vice 
President  Grore. 

Private  sector  firms  have  discovered  that  it  is  absolutely  nec- 
essary— if  they  are  to  remain  competitive — to,  as  they  say,  reinvent 
themselves  periodically.  To  do  this,  they  must  reexamine  who  their 
customers  are  and  whether  they  are  meeting  the  needs  of  these 
customers.  They  must  reexamine  their  organizations  to  see  if  they 
have  become  top  heavy  and  impede  good  service.  For  the  Grovem- 
ment,  this  is  the  goal  of  the  National  Performance  Review.  We,  in 
the  Federal  Government,  must  learn  the  lessons  of  quality  im- 
provement that  the  private  sector  is  learning  so  that  we  can  pro- 
vide services  in  a  more  efficient  and  effective  manner.  This  review 
will  focus  on  the  how  of  Government  and  will  review  Government 
activities  to  see  what  can  be  eliminated,  what  can  be  devolved,  how 
the  organization  of  Government  can  be  streamlined,  and  how  mod- 
ern information  technology  can  be  applied  to  make  the  Government 
more  accessible  for  all  its  citizens. 

More  importantly,  the  review  will  consider  how  we  can  empower 
our  most  important  resource,  the  Federal  employee.  The  President 
intends  to  streamline  Government  so  that  Federal  employees  can 
become  more  innovative.  We  plan  to  reward  and  hold  employees  ac- 
countable for  their  accomplishments.  With  the  committee's  permis- 
sion, I'd  like  to  include  a  copy  of  the  President's  statement  an- 
nouncing the  National  Performance  Review  with  my  statement. 

Let  me  turn  now  to  the  specific  proposzds  in  the  deficit  reduction 
plan  that  most  clearly  affect  Federal  employees.  In  discussing 
them,  however,  I  must  emphasize  that  they  are  an  integral  part  of 
the  entire  plan  and  need  to  be  dealt  with  in  that  context. 

First  with  respect  to  current  employees.  The  ability  of  any  com- 
pany— and  in  this  sense,  the  Federal  Government  is  no  different — 
to  provide  pay  increases  for  its  employees  is  a  function  of  the  eco- 
nomic health  of  the  com.pany.  It's  unfortunately  clear  that  the  eco- 
nomic health  of  the  Federal  Government  needs  drastic  improve- 
ment. The  deficit  in  fiscal  year  1993  will  be  over  $300  billion.  While 
this  is  certainly  not  the  fault  of  Federal  employees,  our  ability  to 
provide  for  pay  raises  now  and  in  the  future  is  dependent  on  our 
reducing  the  deficit. 

For  this  reason,  and  because  the  President  believes  that  the  Gov- 
ernment should  set  an  example,  as  we  ask  citizens  all  over  the 
country  to  tighten  their  belts,  the  President  has  proposed  that 
there  be  no  pay  raise  for  Federal  employees  in  1994.  As  you  know, 
for  most  Federal  employees,  the  pay  raise  has  two  components.  The 
first  is  a  national  pay  adjustment,  based  on  the  employment  cost 
index  and  the  other  is  a  locality  pay  component.  This  pay  freeze 
will  include  deferral  of  the  first  locality  adjustments  that  under  the 
law  are  scheduled  to  take  effect  in  January  1994.  As  I  stated  ear- 
lier, no  one  relishes  the  prospect  of  pay  freezes  on  Government  em- 
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ployees.  The  truth  is,  however,  if  we  are  to  reduce  the  deficit,  we 
must  make  these  hard  choices. 

Under  our  proposal,  Federal  pay  raises  will  resume  in  1995,  but 
at  a  lesser  rate  than  under  current  law.  The  administration  is  pro- 
posing in  1995,  1996,  and  1997,  that  there  be  a  1-percent  reduction 
in  the  national  pay  adjustment  based  on  the  ECI  than  would  other- 
wise have  taken  effect.  In  addition,  we  will  begin  implementing  lo- 
cality pay  in  1995.  However,  we  will  make  a  virtue  of  necessity  and 
use  the  time  between  now  and  then  to  implement  a  locality  pay 
system  which  avoids  the  methodology  problem  of  the  system  that 
was  used  to  determine  pay  comparability  prior  to  the  Federal  Em- 
ployees Pay  Comparability  Act. 

The  administration  fully  supports  the  concept  of  comparable  lo- 
cality pay  and  intends  to  implement  the  system  beginning  in  1995. 
It  is  important,  however,  that  locality  pay  be  fair.  The  Government 
classification  system  is  designed  to  be  internally  consistent.  We 
may  be  asking  too  much  of  it  to  define  locality  pay  on  a  rigid  one- 
to-one  linkage  between  GS  grades  and  private  sector  occupational 
levels  as  was  done  in  the  pre-FEPCA  pay  system.  For  example,  we 
must  examine  whether  the  rigid  job  level  to  job  level  comparison 
and  the  use  of  a  single  percentage  adjustment  for  all  occupational 
groups  accurately  captures  the  rapidly  changing  work  place.  The 
preliminary  data  that  we  have  seen  indicates  that  we  need  to  reex- 
amine our  methods  of  comparison.  We  will  be  doing  this  in  an  open 
manner  and  look  forward  to  constructive  dialog  with  the  Federal 
Salary  Council  and  appropriate  congressional  committees,  espe- 
cially this  one,  before  making  a  final  decision  on  this  difficult  topic. 

Another  difficult  area  is  that  of  the  employer/employee  share  of 
health  care  premiums.  For  the  past  decade,  on  an  inflation  ad- 
justed basis,  employee  premiums  remained  virtually  constant  while 
the  Federal  Government's  share,  as  an  employer,  has  almost  dou- 
bled, as  is  shown  in  chart  2,  attached  to  my  testimony.  In  Decem- 
ber 1993,  the  current  so-called  "Phantom  Big-6"  formula,  mandated 
by  Congress  for  calculating  the  maximum  government  contribution 
toward  Federal  employee  health  benefits  premium  costs  will  expire. 

OMB's  mandatory  baseline  assumes  that,  upon  expiration  of  the 
Phantom  Big-6  formula  in  1993,  the  Government's  contribution 
would  be  based  on  the  average  of  the  remaining  "Big-5"  plans.  This 
would  cause  an  increase  in  the  employee  contribution.  Since  the  en- 
actment of  the  1993  expiration  of  the  Phantom  Big-6  formula,  0MB 
has  consistently  scored  the  FEHB  Program  in  this  manner  as  it  ap- 
pears to  be  the  most  reasonable  interpretation  of  the  law. 

Now  let  me  say  a  word  about  the  affect  on  retirees.  As  you  know, 
the  Omnibus  Budget  Reconciliation  Act  of  1990  eliminated  the 
lump-sum  option  through  fiscal  year  1995  for  all  employees  except 
those  who  are  critically  ill,  involuntarily  separated,  or  activated  for 
Desert  Shield/Storm.  We  are  proposing  that  the  lump-sum  retire- 
ment annuity  be  permanently  eliminated  for  all  employees,  effec- 
tive October  1,  1995. 

Our  second  proposal  would  conform  our  treatment  of  child  survi- 
vor benefits  to  that  of  the  social  security  child  survivor  benefit. 

Finally,  the  administration  also  proposes  reducing  the  Federal 
Government's  current  subsidy  of  the  surviving  spouse  annuity.  As 
you  know,  when  a  Federal  employee  elects  to  have  a  survivor's  an- 
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nuity,  it  is  partially  funded  by  a  reduction  in  the  annuity  that  the 
employee  receives  before  he  or  she  dies.  Yet,  while  the  average  sur- 
vivor benefit  costs  22  percent  of  the  unreduced  annuity,  the  aver- 
age annuity  reduction  for  the  employee  is  only  8.5  percent.  We  pro- 
pose that  the  survivor's  benefits  be  based  on  the  retiree's  reduced 
annuity  rate,  rather  than  the  unreduced  rate  to  reduce,  but  not 
eliminate,  this  subsidy. 

As  I  said,  none  of  us  are  happy  with  the  decisions  we've  had  to 
make.  Yet  these  decisions  and  the  deficit  reduction  plan  of  which 
they  are  a  part,  need  to  be  viewed  as  a  whole.  Taken  together,  I 
hope  you  will  agree  that  the  plan  is  fair.  It's  bold.  It's  honest.  And 
it's  necessary. 

Thank  you,  Madam  Chairman. 

[The  prepared  statement  of  Ms.  Rivlin  follows:] 

Prepared  Statement  of  Alice  M.  Rivlin,  Deputy  Director,  Office  of 
Management  and  Budget 

Madam  Chair,  members  of  the  Subcommittee,  I  am  pleased  to  be  here  to  explain 
the  part  of  the  Administration's  economic  plan  which  most  affects  Federal  employ- 
ees— current  and  retired.  I  have  a  brief  statement  and  would  be  happy  to  answer 
questions. 

administration's  economic  plan 

To  understand  why  the  Administration  finds  it  necessary  to  recommend  tough 
medicine — such  as  freezing  federal  pay — it  is  important  to  understand  the  rationale 
for  the  President's  economic  plan  as  a  whole.  The  overarching  theme  of  the  Presi- 
dent's plan  is  investment  for  the  future.  The  Administration  hopes,  not  only  to  en- 
sure a  strong  and  durable  recovery  from  the  recession,  but  to  reverse  the  underlying 
economic  trends — slow  productivity  growth,  stagnant  incomes,  and  growing  inequal- 
ity—that have  undermined  confidence  in  the  future  of  the  American  economy.  "The 
plan  is  based  squarely  on  a  fundamental  premise  of  CUnton  Administration  policy: 
Productivity  growth  is  the  key  to  our  long-term  standard  of  living,  and  investment 
is  the  key  to  productivity  growth.  Accordingly,  the  plan  aims  to  increase  investment 
very  broadly  defined — investment  in  both  the  public  and  private  sectors,  and  in  both 
physical  capital  and  people's  skills  and  knowledge. 

The  stimulus  package  is  a  downpayment  on  longer  term  investments.  It  focuses 
on  increasing  spending  for  programs — from  highways  to  high-tech  research,  from 
community  development  to  child  nutrition — that  are  vital  for  long  term  growth,  yet 
which  also  present  an  opportunity  to  create  jobs  and  jumpstart  the  economy.  This 
stimulus  package  is  designed  to  create  up  to  half  a  million  new  jobs  quickly.  It  is 
not,  however,  a  conventional  prescription  for  adding  to  consumer  demand  by  cutting 
general  taxes  or  creating  make-work  jobs.  Rather,  the  stimulus  package  is  an  effort 
to  get  a  faster  start  on  needed  long-term  investments  in  the  public  sector  and  to 
provide  tax  incentives  for  immediate  increases  in  investment  by  large  and  small 
l)iisin6SS6S 

The  investment  package  is  intended  to  shifl;  the  composition  of  federal  expendi- 
tures fi-om  consumption  to  investment.  It  works  to  expand  America's  long  run  capac- 
ity to  produce  through  increase  spending  on  the  common  resources  that  underpin 
American  economic  life — with  special  emphasis  on  infrastructure,  education  and 
training,  and  science  and  technology. 

The  defict  reduction  plan  is  also  a  vital  part  of  the  effort  to  increase  future  pro- 
ductivity and  raise  our  own  and  our  children's  Uving  standards.  The  President  has 
repeatedly  pointed  out  that  deficit  reduction  is  not  an  end  unto  itself  or  something 
we  should  do  because  we  have  an  abstract  affinity  for  thrift  or  fiscal  neatness.  Chart 
1,  attached  to  my  testimony,  shows  the  deficit  dilemma  that  faces  us  if  we  do  not 
change  course.  We  must  reduce  the  federal  deficit  to  reduce  the  government's  drain 
on  national  saving,  to  free  up  funds  for  productivity  enhancing  investments  in  the 
private  sector,  to  lower  long  term  interest  rates,  and  to  make  our  nation  less  de- 
pendent on  foreign  capital.  Deficit  reduction  is  essential  to  the  economic  health  of 
the  nation.  All  groups  must  contribute  to  the  solution  of  this  common  problem. 

This  is  an  honest  deficit  reduction  plan.  It  rejects  smoke  and  mirrors  and,  instead, 
presents  the  hard  choices  needed  to  stabilize  our  finances  while  investing  in  our  fu- 
ture. No  one  relishes  the  prospect  of  pay  freezes  on  govenmient  employees,  tax  in- 
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creases  on  social  security  recipients,  or  eliminating  outdated  programs  that  are 
nonetheless  much  loved  by  those  who  gain  fix)m  them,  and  by  their  friends  here  in 
Washington.  But  a  leader  must  make  those  choices.  President  Clinton  has  offered 
a  clear  set  of  proposals.  Others  may  have  different  priorities,  but  anyone  rejecting 
this  set  of  proposals  shovild  offer  specific  alternatives. 

PUBLIC  SERVICE  AND  PUBUC  SERVANT 

This  Administration  is  neither  anti-government  nor  anti-public  servant.  It  be- 
lieves that  government  has  an  important  role  to  play  in  the  economy  and  must  play 
that  role  more  effectively  and  efficiently. 

The  Federal  government  touches  our  lives  in  many  important  ways — some  of 
them  are  visible  to  the  general  pubUc  and  some  are  not.  The  person  who  receives 
a  Social  Security  check  or  goes  to  a  Social  Security  Office  to  determine  his  or  her 
benefits,  or  the  American  who  visits  our  National  Parks  and  Forests,  or  who  sees 
our  men  and  women  in  Operation  Desert  Storm — they  understand  how  important 
public  servants  are  in  our  daily  lives.  Less  visible  are  the  air  traffic  controllers  who 
ensure  the  safety  of  our  airways,  or  the  scientists  and  technicians  at  the  National 
Institutes  for  Health  or  the  Centers  for  Disease  Control  who  work  to  improve  our 
knowledge  of  disease  and  protect  the  public  health.  It  is  precisely  because  of  the  im- 
portance of  what  the  Federal  government  does  that  the  President  has  announced 
the  National  Performance  Review  under  the  leadership  of  Vice  President  Gore. 

Private  sector  firms  have  discovered  that  it  is  absolutely  necessary — if  they  are 
to  remain  competitive — ^to  "reinvent"  themselves  periodically.  To  do  this  they  must 
reexamine  who  their  customers  are  and  whether  they  are  meeting  the  needs  of 
these  customers.  They  must  reexamine  their  organizations  to  see  if  they  have  be- 
come top-heavy  and  impede  good  service.  For  the  government,  this  is  the  goal  of  the 
National  Performance  Review.  We  in  the  Federal  government  must  learn  the  lesson 
of  quaUty  improvement  that  the  private  sector  has  learned  so  that  we  can  provide 
services  in  a  more  efficient  and  effective  manner.  This  review  will  focus  on  the 
"how"  of  government  and  will  review  government  activities  to  see  what  can  be  elimi- 
nated, what  can  be  devolved,  how  the  organization  of  government  can  be  stream- 
Uned,  and  how  modem  information  technology  can  be  appUed  to  make  government 
more  accessible  for  its  citizens. 

Most  importantly,  this  review  will  consider  how  we  can  empower  our  most  impor- 
tant resource — the  Federal  employee.  The  President  intends  to  streamline  govern- 
ment so  that  Federal  employees  can  become  more  innovative.  We  plan  to  reward 
and  hold  employees  accountable  for  their  accomplishments.  With  the  Committee's 
permission,  I  would  Uke  to  include  a  copy  of  the  President's  statement  announcing 
the  National  Performance  Review  with  my  statement. 

WHAT  IS  BEING  ASKED  OF  FEDERAL  EMPLOYEES 

I  shall  turn  now  to  some  of  the  specific  proposals  in  the  deficit  reduction  plan  that 
most  clearly  affect  Federal  employees.  In  discussing  them,  however,  I  must  empha- 
size that  they  are  an  integral  part  of  the  President's  entire  plan  and  need  to  be 
dealt  with  in  that  context. 

CURRENT  EMPLOYEES 

The  abiUty  of  any  company— and  in  this  sense  the  Federal  government  is  no  dif- 
ferent— ^to  provide  pay  increases  for  its  employees  is  a  function  of  the  economic 
health  of  the  company.  It  is  unfortunately  clear  that  the  economic  health  of  the  Fed- 
eral government  needs  drastic  improvement.  The  deficit  in  FY  1993  will  be  over 
$300  billion  dollars.  While  this  is  certainly  not  the  fault  of  Federal  employees,  our 
ability  to  provide  for  pay  raises  now  and  in  the  future  is  dependent  on  our  reducing 
the  deficit.  For  this  reason— and  because  the  President  believes  that  the  government 
should  set  an  example  as  we  ask  citizens  to  tighten  their  belts — the  President  has 
proposed  that  there  be  no  pay  raise  for  Federal  employees  in  1994.  As  you  know, 
for  most  Federal  employees  the  pay  raise  has  two  components.  The  first  is  a  na- 
tional pay  adjustment  based  on  the  employment  cost  index  (ECI)  and  the  other  is 
a  locality  pay  component.  This  pay  freeze  will  include  deferral  of  the  first  locality 
adjustments  that  under  current  law  are  scheduled  to  take  effect  in  January  1994. 
As  I  stated  earlier,  no  one  relishes  the  prospect  of  pay  freezes  on  government  em- 
ployees— or  tax  increases  on  social  security  recipients.  The  truth  is,  however,  if  we 
are  to  reduce  the  deficit  we  must  make  these  hau-d  choices. 

Under  our  proposal  Federal  pay  raises  will  resume  in  1995  but  at  a  lesser  rate 
than  under  current  law.  The  Administration  is  proposing  in  1995,  1996,  and  1997 
that  there  be  a  one  percent  reduction  in  the  national  pay  a(^justment  based  on  the 
ECI  than  would  otherwise  take  effect.  In  addition  we  will  begin  implementing  local- 
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ity  pay  in  1995.  However,  we  will  use  the  time  between  now  and  then  to  implement 
a  locality  pay  system  which  avoids  the  methodology  problems  of  the  system  that  was 
used  to  determine  pay  comparabihty  prior  to  the  Federal  Employees  Pay  Com- 
parability Act  (FEPCA). 

The  Administration  fully  supports  the  concept  of  comparable  locality  pay  and  in- 
tends to  implement  the  system  beginning  in  1995.  It  is  important,  however,  that  lo- 
cality pay  be  fair.  The  government  classification  system  is  designed  to  be  internally 
consistent.  We  may  be  asking  too  much  of  it  to  define  locality  pay  on  a  rigid  one- 
to-one  linkage  between  GS  grades  and  private  sector  occupational  levels  as  was 
done  in  the  pre-FEPCA  pay  system.  For  example,  we  must  examine  whether  the 
rigid  job  level  to  job  level  comparison  and  the  use  of  a  single  percentage  adjustment 
for  all  occupational  groups  accurately  captures  the  rapidly  changing  workplace.  The 
preliminary  data  that  we  have  seen  indicates  that  we  need  to  reexamine  our  meth- 
ods of  comparison.  We  will  be  doing  this  in  an  open  manner  and  look  forward  to 
constructive  dialogue  with  the  Federal  Salary  Council  and  appropriate  Congres- 
sional committees  before  making  a  final  decision  on  this  difficult  tojpic. 

Another  difficult  area  is  that  of  the  employer/employee  share  of  health  care  pre- 
miums. 

For  the  past  decade,  on  an  inflation  adjusted  basis,  employee  premiums  remained 
virtually  constant  while  the  Federal  government's  share — as  an  employer — has  al- 
most doubled  as  shown  on  Chart  2.  In  December  1993,  the  current  ("Phantom  Big- 
6")  formula,  mandated  by  Congress,  for  calculating  the  maximum  government  con- 
tribution toward  Federal  Employee  Health  Benefits  (FEHB)  premium  costs  will  ex- 
pire. OMB's  mandatory  baseline  assumes  that,  upon  expiration  of  the  "phantom  big- 
s'' formula  in  CY  1993,  the  government's  contribution  would  be  based  on  the  aver- 
age of  the  remaining  "big-5"  plans.  This  would  cause  an  increase  in  the  employee 
contribution.  Since  the  enactment  of  the  1993  expiration  for  the  "phantom  big-S"  for- 
mula, 0MB  has  consistently  scored  the  FEHB  program  in  this  manner  as  this  ap- 
pears to  be  the  most  reasonable  interpretation  of  the  law. 

RETIREES 

While  your  letter  did  not  expressly  ask  for  it,  let  me  turn  briefly,  if  I  may,  to  how 
the  President's  economic  plan  will  affect  retirees. 

As  you  know  the  Omnibus  Budget  Reconciliation  Act  of  1990  eUminated  the  lump- 
sum option  through  FY  1995  for  all  employees  except  those  who  are  critically  ill, 
involuntarily  separated,  or  activated  for  Desert  Shield/Storm.  We  are  proposing  that 
the  Ivunp-sum  retirement  annuity  be  permanently  eliminated  for  all  employees  effec- 
tive October  1,  1995. 

Our  second  proposal  would  conform  our  treatment  of  child  survivor  benefits  to 
that  of  the  Social  Security  Child  survivor  benefit. 

Finally  the  Administration  also  proposes  reducing  the  federal  government's  cur- 
rent subsidy  of  the  surviving  spouse  annuity.  As  you  know,  when  a  federal  employee 
elects  to  have  survivor's  annuity,  it  is  partially  funded  by  a  reduction  in  the  annuity 
that  employee  receives  before  he  or  she  dies.  Yet  while  the  average  survivor  benefit 
costs  22  percent  of  the  unreduced  annuity,  the  average  annuity  reduction  for  the 
employee  is  only  8.5  percent.  We  propose  that  the  survivor's  benefits  be  based  on 
the  retiree's  reduced  annuity  rate  ratiier  than  the  unreduced  rate  to  decrease,  but 
not  eliminate,  this  subsidy. 

None  of  us  are  happy  with  the  decisions  we  have  had  to  make.  Yet  these  deci- 
sions, and  the  deficit  reduction  plan  of  which  they're  a  part,  need  to  be  viewed  as 
a  whole.  Taken  together,  I  hope  you  will  agree  that  the  plan  is  fair,  bold,  and  hon- 
est. 

I  will  be  happy  to  answer  your  questions. 
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Response  to  Wmtten  Questions  Submitted  by  Hon.  Leslie  L.  Byrne  to  Alice 

M.  RiVLIN 

Question  1.  The  Inspector  General  at  the  Department  of  State  has  already  done 
some  preliminary  work  that  indicates  that  foreign  nationals  employed  by  the  De- 
partment of  State  are  paid  as  much  as  30%  over  local  markets.  In  addition,  there 
are  indications  that  liie  Department's  surveys  of  foreign  pay  are  too  expensive,  and 
that  some  are  unnecessary.  I  would  Uke  to  know  the  estimated  annual  savings  if 
the  Inspector  General's  recommendations  were  adopted? 

Answer.  The  Department  of  State's  Office  of  Inspector  General  (OIG)  has  done  a 
number  of  recent  studies  on  Foreign  Service  National  (FSN)  pay,  benefits  and  re- 
tirement issues.  The  OIG  reports  have  raised  some  serious  concerns  about  specific 
problems  in  setting  FSN  compensation,  including  the  possibility  that  some  FSNs  are 
compensated  more  generously  than  their  local  counterparts. 

We  understand  that  the  Department  of  State  has  a  number  of  efforts  underway 
to  ensure  FSN  compensation  is  fair  and  equitable  and  meets  the  requirements  of 
the  Foreign  Service  Act  of  1980  in  that  FSN  compensation  be  based  on  prevailing 
local  practice  and  be  consistent  with  U.S.  national  interests.  We  and  the  State  De- 
partment shares  vovir  concern  for  ensuring  that  wage  setting  procedures  be  as  cost 
effective  as  possible  and  that  the  Department  is  reviewing  OIG  recommendations 
in  that  regard. 

The  OIG  findings  and  recommendations  which  we  have  reviewed  relate  to  FSN 
compensation  at  specific  posts.  Consequently,  no  worldwide  projections  of  total  over- 

Bayment,  or  possible  savings,  are  available  from  the  State  Department  or  the  State 
•epartment's  Inspector  General. 

Question  2.  A  number  of  federal  agencies  including  the  Federal  Reserve,  the 
FDIC,  the  Farm  Credit  Administration,  the  RTC  and  others  have  UberaUzed  both 
their  pay  and  benefits  following  enactment  of  the  Financial  Institution  Reform,  Re- 
covery and  Enforcement  Act  (FIRREA).  Most  of  this  was  done  because  of  a  shortage 
of  qualified  personnel.  With  the  collapse  of  the  banking  industry  and  consolidation 
of  many  banks,  there  is  now  a  surplus  of  queilified  people  which  can  be  expected 
to  continue  for  many  years.  Do  you  know  or  could  you  fiimish  this  Subcommittee 
with  the  estimates  on  the  impact,  both  on  costs  and  moral,  of  bringing  the  pay  and 
benefits  back  in  line  with  other  federal  employees? 

Answer.  All  the  Federal  bank  regulatory  agencies  are  exempt  by  law  from  the  per- 
sonnel compensation  pay  caps  that  other  Executive  Branch  agencies  are  under.  The 
bank  regulatory  agencies  each  have  their  own  pay  system,  in  most  cases  pre-dating 
FIRREA.  "These  pay  systems  were  estabUshed  based  on  the  assertion  that  they  were 
necessary  for  the  agencies  to  be  competitive  with  the  banking  industry. 

We  believe  these  agencies  now  pay  their  employees  on  average  between  10  and 
20  percent  higher  total  salaiy  and  benefits  than  employees  in  comparable  positions 
in  other  Federal  agencies.  If  compensation  were  lowered  to  current  GS  levels,  we 
estimate  that  compensation  costs  would  be  reduced  by  between  $150  million  and 
$30  million  each  year.  Some  agencies,  such  as  the  RTC  and  the  FDIC's  Savings  As- 
sociation Fund,  are  funded  through  appropriations.  Most  are  fiinded  through  user 
fees  or  deposit  insurance  premiums.  Thus,  except  for  the  RTC  and  SAIF,  the  reduc- 
tion in  compensation  costs  from  the  lower  salaries  would  not  directly  reduce  the  def- 
icit, but  would  be  reflected  ultimately  in  reduced  user  fees  and  deposit  insurance 
premiums  from  the  regulated  industry. 

Response  to  Written  Questions  Submitted  by  Hon.  Constance  A.  Morella  to 

Alice  M.  Rivlin 

Question  1.  Would  there  be  a  downside  to  keeping  the  pay  raise  and  locality  pay 
intact  but  having  furlough  days,  effective  in  different  pay  periods  so  that  loss  of  pay 
would  not  be  burdensome? 

Answer.  There  are  several  problems  associated  with  furloughs.  These  include:  (1) 
greater  administrative  expenses  on  the  part  of  the  agencies;  (2)  a  reduction  in  the 
level  of  services  provided  by  agencies,  or  alternatively  an  increase  in  overtime  costs 
to  maintain  the  level  of  services;  and  (3)  for  some  employees  the  reduction  in  income 
associated  with  furloughs  may  be  more  disruptive  and  impose  a  greater  hardship 
than  not  getting  a  pay  rsdse. 

Question  2.  The  National  Advisory  Council  on  the  Public  Service  was  established 
by  act  of  Congress  (P.L.  101-363)  in  1990  based  on  the  recommendations  of  the 
Volcker  Commission.  It  has  barely  been  in  existence  for  a  year  but  has  been  tar- 
geted for  dissolution.  As  a  bipartisan  council  charged  with  studying  the  federal 
workforce  and  reporting  to  the  President  and  Congress  in  the  areas  of  recruiting 
and  retention,  employee  motivation,  and  student  interest  in  public  service,  this 
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council  could  have  been  a  valuable  asset,  given  an  opportunity  to  get  established. 
Is  another,  similar,  commission  contemplated  or  is  there  a  possibility  that  the 
NACPS  will  be  retained? 

Answer.  The  National  Advisory  Council  on  the  Public  Service  is  proposed  for  ter- 
mination as  part  of  the  Administration's  effort  to  eliminate  programs  that  are  no 
longer  absolutely  necessary. 

In  the  years  between  the  release  of  the  Volcker  report  recommending  the  Council 
and  the  actual  start-up  of  the  Council  in  1992,  many  organizations  (pubUc  and  pri- 
vate) bolstered  their  activities  in  response  to  the  report's  other  recommendations. 
Comprehensive  pay  reform  legislation  was  enacted  in  1990,  and  the  government  has 
moved  to  improve  its  competitiveness  as  the  nation's  largest  employer. 

Federal  entities  such  as  the  Office  of  Personnel  Management,  Merit  System  Pro- 
tection Board  and  General  Accounting  Office  continue  to  examine  and  pursue  initia- 
tives on  important  public  service  issues  such  as  compensation,  recruitment  and  re- 
tention, measuring  workforce  quality,  student  interest,  and  public  perceptions  of 
federal  workers.  Similarly,  respected  public  service  groups  such  as  the  National 
Academy  of  Public  Administration,  the  Council  for  Excellence  in  Government,  and 
the  Public  Employees  Roundtable  independently  address  these  issues  to  ensure  that 
the  Government  does  not  face  another  "quiet  crisis"  in  its  workforce. 

With  the  important  issues  identified  by  the  Volcker  Commission  being  aggres- 
sively pursued  by  these  groups,  a  separate  Federal  advisory  council,  particularly  one 
funded  by  public  dollars,  is  no  longer  necessary.  It  should  be  noted  that  the  Volcker 
Commission  was  funded  entirely  by  the  private  sector.  It  is  also  our  understanding 
that  the  National  Performance  Review  has  created  a  task  force  on  civil  service  re- 
form which  will  look  at  the  status  and  structure  of  the  Federal  workforce.  Thus,  no 
appropriation  has  been  requested  for  the  National  Advisory  Council  on  the  Public 
Service  in  the  President's  FY  1994  Budget. 

Question  3.  Currently,  federal  retirement  benefits  are  based  on  the  "high  three" 
salary.  The  private  sector  generally  uses  a  higher  number,  usually  a  "high  five." 
Will  the  Administration  consider  a  higher  average? 

Answer.  The  Administration  proposed  a  comprehensive  balanced  plan  of  savings 
which  did  not  include  a  proposal  to  change  the  retirement  annuity  base  from  high- 
3  to  high-5.  Although  difficult  choices  had  to  be  made  we  think  the  plan  is  fair.  We 
are  willing  to  consider  other  proposals  that  would  produce  the  same  level  of  savings. 

Question  4.  Are  there  specific  plans  to  eUminate  inefficient  "end  of  fiscal  year" 
spending?  A  shared  savings  program  would  be  profitable  to  employees,  the  budget, 
the  agency  and  the  taxpayer. 

Answer.  The  question  of  end  of  fiscal  year  spending  is  one  that  is  being  addressed 
now  as  part  of  the  National  Performance  Review.  0MB  staff"  are  working  actively 
in  this  area  in  support  of  the  National  Performance  Review  teams.  Although  there 
are  no  present  plans  to  establish  a  "shared  savings"  program,  this  is  one  of  the  ideas 
that  the  National  Performance  Review  will  be  looking  at  as  it  strives  to  identify 
changes  that  will  result  in  the  Federal  Government  operating  more  efficiently  and 
effectively. 

In  discussing  this  issue,  it  should  be  noted  that  year-end  spending,  per  se,  is  not 
wasteful.  Waste  occvirs  when  agencies  spend  money  for  questionable  purposes  at  the 
end  of  the  year  just  to  avoid  losing  it.  There  are  various  Federal  laws  and  regula- 
tions that  result  in  legitimate  year-end  spending.  For  example,  the  Antideficiency 
Act  encourages  budget  officials  to  restrict  spending  early  in  the  year  to  preserve 
funding  to  respond  to  unexpected  demands  without  violating  the  Act. 

In  addition  many  procurements  started  in  the  first  or  second  quarters  result  in 
signing  contracts  in  the  fourth  quarter. 

Ms.  Norton.  Thank  you  very  much,  Ms.  Rivlin. 

I  think  you  were  right  to  put  the  President's  proposals  in  the 
context  of  the  entire  plan,  especially  the  stimulus  package.  Many 
of  us  understand  that  we're  certainly  not  going  to  get  that  dessert 
without  getting  the  spinach.  Our  job  is  to  figure  out  how  to  get  it 
all. 

You  mentioned  the  Gore  National  Performance  Review.  I'm  very 
pleased  to  see  that.  It's  a  big  start  on  the  President's  promise  to 
reinvent  Government.  The  private  sector  has  been  reinventing  it- 
self for  at  least  10  years  now,  and  the  manufacturing  sector  seems 
to  have  done  a  pretty  good  job  of  it,  or  at  least  parts  of  it. 
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Have  you  considered  whether  or  not  the  performance  review, 
which  the  President  says  he  expects  to  reduce  the  costs  and  make 
Government  more  efficient,  can  itself  kick  in  savings  soon  enough 
to  have  an  effect  in  the  President's  plan? 

Ms.  RiVLlN.  It's  a  little  soon  to  anticipate  that.  The  structure  of 
the  performance  review  is  even  now  under  discussion.  I  was  in  a 
meeting  yesterday  on  that  subject.  0MB  plans  to  play  a  very 
central  role  in  helping  the  Vice  President  with  the  performance  re- 
view. 

We  hope  that  the  savings  will  be  substantial,  but  we  don't  want 
this  to  be  a  helter-skelter  kind  of  review  or  a  crash  effort  to  bring 
in  a  whole  lot  of  outsiders  and  replay  the  Grace  Commission.  We 
want  it  to  be  a  deliberate,  thoughtful,  and  mostly  internal  review 
with  the  Federal  employees  themselves  working  with  the  Vice 
President's  staff  and  our  staff  to  talk  about  how  we  can  organize 
things  better.  So,  I  don't  want  to  promise  quick  savings.  I  think  it 
should  be  thoughtful  and  the  savings  will  come  in  over  a  period  of 
years. 

Ms.  Norton.  Do  you  have  any  time  frame  for  the  implementa- 
tion of  the  recommendations?  I  say  that  in  light  of  the  fact  that 
some  of  the  President's  proposals  would  make  savings  only  in  the 
out-years.  I  think  they  go  as  far  out  as  1997. 

Ms.  RiVLiN.  I  expect  that  out  of  the  performance  review  will  come 
both  organizational  suggestions  and  savings  possibilities  that  are 
both  short-run  and  even  longer  run  than  1997.  I  think  the  impor- 
tant thing  here  is  to  understand  that  the  Federal  Government  is 
a  permanent  enterprise,  and  needs  to  be  reorganized  for  the  long- 
term,  but  I  don't  have  a  exact  timeframe,  no. 

Ms.  Norton.  You  don't  know  when  they  are  to  report? 

Ms.  RiVLlN.  The  time  frame  for  the  Vice  President's  performance 
review  is  6  months. 

Ms.  Norton.  Oh,  that's  good  news. 

Ms.  Rivlin,  the  complaints  we  have  heard,  if  I  can  paraphrase 
them,  run  something  like  this.  That  the  employee  benefit  and  wage 
package  gives  the  appearance  of  the  work  of  somebody  with  green 
eyeshades  on,  who  was  told  to  go  through  the  budget  and  check  off 
any  and  every  item  that  looked  as  if  it  might  add  dollar  amounts 
to  the  wage  or  benefit  package.  That  this  accountant  was  not  given 
instructions  that  go  to  the  cumulative  effect,  or  to  the  proportion 
that  one  sector  might  absorb. 

Some  indication  that  those  complaints  may  be  correct  and  that 
some  review,  higher  up  of  the  accountant's  work,  may  be  in  order 
comes  from  a  look  at  the  comparison  between  contributions  asked 
of  non-Federal  workers  and  of  Federal  workers.  We  don't  quite 
know  what  to  say  back  when  people  come  to  us  with  figures  like 
the  following. 

For  example,  a  Federal  employee  who  makes  $30,000,  over  a  5- 
year  period  contributes  $14,196.  Her  counterpart  in  the  private  sec- 
tor, gives  $822.  A  $50,000  employee  contributes  $22,783,  private 
employee  $1,918;  a  $75,000  employee  contributes,  over  the  5  years, 
$32,953,  private  employee  of  the  same  salary,  $2,877,  and  there  it 
goes.  Or  to  be  more  graphic  about  it,  here  is  a  graph. 

This  one  is  a  graph  indicating  the  difference  in  proportion  from 
the  $30,000-a-year  Federal  and  non-Federal  employee.  Here's  the 
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Federal  employee  up  here.  Down  here — ^you  can't  see  much — are 
the  non-Federal  employees.  So,  the  committee  is  faced  with  people 
who  come  forward  and  say,  "all  right,  we're  going  to  give  at  the  of- 
fice. We're  willing  to  give  at  the  office  several  times.  But  this  many 
times?" 

The  committee  has  not  said  in  response,  "well,  let's  see  if  you  can 
relieve  you  of  some  of  your  cuts."  The  committee's  response  has 
been  "we  accept  that  the  savings  have  to  be  made."  And  that  is  ac- 
cepting a  lot.  We're  talking  about  75  percent,  almost  75  percent  of 
the  discretionary  cuts  coming  from  this  one  sector.  The  burden, 
we've  said,  is  on  you  to  help  us  find  substitutes  that  meet  the 
President's  standard — not  smoke  and  mirrors — but  achieve  real 
cuts.  Looking  at  this  list,  we  cannot,  for  example,  answer  those 
who  say  to  us,  "well,  there's  nothing  here  that  they  could  have  done 
that  they  decided  not  to  do." 

Could  you  indicate  whether  or  not,  in  looking  at  this  package, 
any  thought  was  given  to  the  cumulative  effect  or  the  proportionate 
effect  on  employees?  If  so,  why  you  decided,  in  that  case,  to  never- 
theless, go  forward?  Or  if  not,  perhaps  would  you  be  willing  to  look 
at  its  cumulative  and  proportionate  effect  and  accept  suggestions 
for  alternatives? 

Ms.  RiVLlN.  That's  several  questions.  Madam  Chair. 

First,  let  me  describe  the  process.  To  arrive  at  the  set  of  cuts  in 
the  proposal  we  went  through  the  entire  budget.  First,  with  the 
professional  help  of  accountants  and  budget  examiners  we  consid- 
ered a  diverse  set  of  options.  We  needed  to  cut  the  deficit  by  sub- 
stantial amounts  and  we  looked  across  a  very  broad  range  of  possi- 
bilities. 

The  final  process,  however,  occurred  in  the  Roosevelt  Room  in 
the  White  House  over  many  hours,  with  the  President  himself,  and 
his  top  economic  team  agonizing  over  what  to  do.  We  didn't 
rubberstamp  a  neatly  organized  set  of  prepackaged  proposals.  The 
President  himself  went  through  these  proposals  one  by  one. 

We  did  look  at  the  cumulative  effect  on  Federal  employees  and 
we  rejected  some  proposals  that  might  have  been  on  the  list  on  the 
grounds  that  "we've  done  enough  on  Federal  employees.  We  can't 
do  another  one."  I  remember  a  particular  proposal  on  the  thrift 
contribution  to  Federal  employees  that  could  have  been  reduced.  It 
wasn't.  That  might  be  one  you'd  like  to  look  at.  There  were  others 
where  we  thought  "we  will  not  add  to  this  burden  for  the  Federal 
employees." 

On  the  exact  calculations  of  how  Federal  employees  compare  to 
non-Federal  employees  at  the  same  salary  level,  I  saw  those  num- 
bers which  were  in  the  paper  this  morning.  We  looked  at  them.  We 
think  that  the  calculations  for  the  Federal  employees  are  definitely 
on  the  high  side.  They  assume  that  future  locality  pay  adjustments 
will  be  very  large.  They  make  some  other  assumptions  which  are 
not  necessarily  right.  We'd  be  happy  to  look  at  those  calculations 
and  give  you  £inother  view  of  them.  We  haven't  seen  exactly  how 
they  were  made,  so  it's  a  little  hard  to  second-guess  the  numbers. 

However,  having  said  that 

Ms.  Norton.  We  have  the  theories  upon  which  they're  built,  so 
we'd  be  glad  to  exchange  them  with  your  office. 

Ms.  RiVLiN.  Right.  That  would  be  very  useful. 
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However,  when  all  of  the  calculations  are  looked  at,  there's  no 
question  that  Federal  employees  are  being  asked  to  make  more  of 
a  sacrifice  than  people  in  the  country  at  large.  The  President  really 
felt  that  the  message  that  was  coming  from  the  country-at-large  is, 
the  Government  has  to  tighten  the  belt  first.  If  we  are  asking  citi- 
zens to  accept  program  cuts  in  their  benefits  and  increased  taxes, 
we  have  to  show  that  we  in  Government,  are  doing  our  best  to  run 
the  operation  efficiently  and  that  we  are  tightening  our  belts  as 
well.  The  burden  on  Federal  employees  is  larger.  We  can  argue 
about  how  much  larger,  but  nobody  would  say  it  is  not  larger. 

Ms.  Norton.  The  Federal  employees  appear  to  expect  it  to  be 
larger,  but  if  one  cuts  in  half  even,  the  dollar  amounts,  one  is  still 
left  with  huge  disparities  and  that  has  been  troubling  to  the  com- 
mittee. 

I  suppose  the  most  surprising  part  of  your  testimony,  Ms.  Rivlin, 
had  to  do  with  the  transfer  of  health  payments.  You  indicate  that 
OMB  has  always  scored  the  payments  in  this  way.  I  wonder  if  you 
consider  that  we  can  find  no  one  who  believes  that  this  transfer  is 
legal.  We  don't  believe  this  transfer  can  occur  because  the  statutory 
basis  for  the  Big-6  makes  it  clear  that  there  have  to  be  six.  We 
don't  think,  and  have  been  able  to  receive  no  legal  advice  to  the 
contrary,  that  the  simple  scoring  by  OMB  can  change  the  statutory 
language.  Indeed,  CBO  simply  assumes  the  President-proxy  pre- 
mium. 

Did  OMB  consider  that  CBO,  which  OMB  says  its  figures  will  be 
guided  by,  had  included  the  Big-6,  the  proxy  payment  as  the  con- 
gressional legislation  spells  it  out  and  not  the  scoring  criteria  used 
by  OMB? 

Ms.  Rivlin.  We  have  great  respect  for  CBO,  as  the  President 
made  clear  in  his  speech  on  February  17.  Indeed,  we  used  the  CBO 
economic  assumptions  as  a  basis  for  the  economic  plan. 

However,  OMB  and  CBO  score  lots  of  different  things  differently. 
These  things  are  always  a  judgment  call.  Our  view  with  respect  to 
the  FEHB  is  that  the  Congress  is  explicitly  on  record  that  the 
"Phantom  6"  formula  will  expire.  And  when  something  expires, 
what  do  you  do  about  it?  Well,  we  assume  that  you  would  go  back 
to  averaging  the  five  existing  plans. 

CBO  assumed,  apparently,  that  the  Congress  would  reenact  the 
"Phantom  6."  That's  not,  in  our  opinion,  a  normal  assumption  for 
a  baseline,  but,  as  I  said,  it's  a  judgment  call. 

Ms.  Norton.  I  think  CBO  assumed  that  based  on  the  very  strong 
feelings  Congress  has  indicated  in  the  past  on  this  subject. 

Ms.  Rivlin.  That  is  not  in  the  law  now,  so  we  assumed  it 
wouldn't  be. 

Ms.  Norton.  I  can  understand. 

It  may  well  be  that  changes  in  health  care  benefits,  particularly 
such  large  changes,  are  far  more  likely  to  be  acceptable  if  they 
come  in  the  context  of  the  health  plan  reform,  which  we  expect 
here  in  the  Congress.  No  one  would  expect,  I  must  say,  a  precipi- 
tous transfer  of  such  a  large  amount  at  one  time,  but  part  of  the 
problem  has  been  that  people  are  waiting  for  the  health  care  re- 
form package  and  did  not  expect  a  very  large  change  in  the  propor- 
tion of  responsibility  in  advance  for  receiving  that  package.  In  my 
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judgment,  that  will  be  very  difficult,  not  only  for  this  subcommit- 
tee, but  for  the  Congress. 

Let  me  finally  ask  a  question  on  locality  pay.  You  are  perhaps 
aware  of  the  very  long,  arduous  process  it  took  to  get  any  agree- 
ment on  locality  pay.  It  may  have  been  perhaps  as  difficult  a  road 
as  management  and  employee  organizations  have  ever  traveled 
and,  finally,  it  was  negotiated  with  the  Bush  administration. 

Even  accepting  some  of  the  difficulties  you  have  with  the  present 
plan,  GAO,  for  example,  thinks  that  one  could  fix  it  without  stop- 
ping it.  To  stop  something  that  has  had  this  kind  of  momentum  on 
which  employees  have  been  so  heavily  invested,  breaks  a  vital 
promise,  frankly,  between  the  employer  and  the  employee  and  has 
a  greater  effect  upon  them  than  the  amount  of  wages  by  them- 
selves involved.  Surrounding  this  issue  is  a  lot  more  than  some 
extra  money.  There's  the  delicate  negotiations.  There's  the  fact  that 
you  have  to  come  back  to  us  for  a  statute,  all  in  time  to  somehow 
get  it  going  the  next  year. 

Have  you  considered  that  there  might  be  some  version  of  locality 
pay  which  might  go  forward,  even  as  you  try  to  fix  it  and  as  we 
try  to  find  some  way  for  Federal  employees  to  believe  that  they 
have  been  heard  on  the  question  of  the  amount  of  cuts  they  have 
absorbed,  or  are  willing  to  absorb? 

Ms.  RiVLiN.  It's  not  the  administration's  intention  to  stop  locality 
pay.  We  believe  in  the  idea  of  locality  pay.  In  the  context  of  reduc- 
ing the  deficit,  we  felt  that  Federal  pay  should  be  frozen  for  a  year. 
That  involved  freezing  both  the  regular  increase  and  the  locality 
pay  that  would  have  gone  into  effect. 

We  are,  as  I  said  in  the  statement,  in  a  sense  making  a  virtue 
of  necessity.  Once  having  made  that  decision,  we  do  think  that 
there  are  problems  in  the  way  the  locality  pay  might  go  into  effect, 
and  that  we  should  all  use  the  time  available  now,  because  of  a  pay 
freeze,  to  work  through  some  of  those  methodological  problems.  We 
certainly  want  to  work  with  everybody,  and  the  Federal  Salary 
Board  especially,  to  make  sure  that  we  have  a  locality  pay  system 
and  methodology  that  is  fair  and  sensible. 

Ms.  Norton.  My  last  question,  Ms.  Rivlin,  is  would  you  be  open 
to  alternatives  to  the  ones  proposed  that  made  the  savings? 

Ms.  Rivlin.  Yes.  The  stance  of  the  administration  from  the  be- 
ginning has  been  we  invite  Congress  to  suggest  alternatives.  We 
believe  that  the  bottom  line  is  very  important,  that  we  need  to  get 
these  savings.  If  there  are  better  ways  of  getting  them,  we  will  cer- 
tainly work  with  you  on  that. 

Ms.  Norton.  Mrs.  Morella. 

Mrs.  Morella.  Thank  you  very  much. 

Thank  you  for  your  testimony,  Ms.  Rivlin. 

Speaking  of  cooperation  of  Congress  and  being  open  to  sugges- 
tions, when  we  had  that  last  hearing  at  the  Department  of  Labor 
and  we  had  the  unions  appear  before  us  and  offer  their  sugges- 
tions, I  asked  the  question  whether  or  not  they  had  been  consulted 
in  the  preparation  of  this  economic  plan,  because,  quite  frankly,  we 
felt  that  they  had  some  pretty  valid  suggestions  and  they  made 
very  thoughtful  statements.  I  was  very  impressed. 

The  answer  was  no;  they  had  never  been  consulted.  I  wondered 
if  you  might  want  to  respond  to  why  that  omission  since  they  real- 
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ize  that  we  all  have  to  sacrifice,  and  I  felt  that  unions  could  offer 
valuable  suggestions  to  the  administration. 

Ms.  RiVLlN.  I  agree  that  the  suggestions  offered  at  that  hearing 
and  elsewhere — including  some  in  the  paper  today — are  very  useful 
and  interesting.  If  we  erred  as  a  new  team  in  not  consulting 
enough,  and  I  think  that's  certainly  possible,  we  want  to  go  forward 
in  the  consultative  mode.  It's  hard  to  put  an  economic  plan  to- 
gether in  a  very  short  time,  less  than  a  month  after  the  inaugura- 
tion, at  the  same  time  you're  trying  to  find  your  new  office  and  hire 
some  new  people,  and  all  of  those  things.  I  think  there  were  some 
failures  of  consultation,  but  we  want  to  move  forward  and  consult 
as  much  as  we  can. 

Mrs.  MORELLA.  Good.  And  then  back  to  the  Pay  Comparability 
Act,  because  during  that  testimony,  as  the  Chair  has  mentioned, 
over  and  over  when  we  said,  "what  is  most  important  to  you?" 
many  of  them  mentioned  the  Pay  Comparability  Act.  The  said  that 
they  have  been  waiting  for  locality  pay.  And  you  know,  it  was 
signed  by  the  previous  administration. 

I'm  trying  to  figure  out  on  page  7  in  your  testimony — really, 
what  you're  saying,  because  it  seems  to  me  that  we're  going  to 
start  payments  on  pay  comparability  in  1995,  but  we're  going  to 
use  a  different  measure.  So,  it  almost  seems  like  we're  discarding 
what  the  Pay  Reform  Act  was  that  had  been  signed  into  law  to 
come  up  with  something  else,  and  I'm  not  sure  what  that  some- 
thing else  is.  Nor  am  I  sure  what  that  dollar  figure  is  going  to  be 
and  how  that  is  going  to  impact  the  ultimate  deficit  reduction  pack- 
age. 

Ms.  RiVLiN.  We're  not  saying  we  know  what  it  is  either.  We  are 
concerned  about  the  methodology  and  we  want  to  work  on  that 
with  all  of  the  parties  who  are  involved  in  this.  But  we  don't  have 
an  explicit  change  to  propose  at  this  time,  nor  do  we  have  dollar 
amounts. 

Mrs.  MORELLA.  But  it  does  sound  like  there  is  going  to  be  a 
change.  So,  it  does  sound  like 

Ms.  RiVLlN.  We  want  the  opportunity  to  suggest  a  change.  That's 
really  all  we're  sa3dng.  To  reexamine  the  question  since  we  now 
have  some  time  to  put 

Mrs.  MORELLA.  But  this  is  an  area  that  has  many  people  very, 
very  jittery,  particularly  in  this  area,  which  is  one  that  they  ex- 
pected in  1994;  it  would  be  included  in  locality  pay. 

Also,  another  important  point  that  came  through  over  and  over 
again  is  that  the  burden  is  going  to  fall  on  all  Federal  employees 
and  retirees,  to  a  degree,  but  particularly  on  those  who  are  lower 
salaried,  like  grade  5  and  6— the  $20,000,  $30,000  people.  One  of 
the  suggestions  was  freezing  the  pay  for  those  at  a  certain  point 
upward,  and  not  for  those  who  are  trying  so  hard  to  live  in  this 
area  and  pay  their  mortgage  or  their  rent  and  raise  families?  They 
will  be  hit  by  the  Btu.  They'll  be  hit  by  everything  else,  in  addition 
to  a  pay  freeze. 

Somebody  did  a  comparison  of  the  person  who  makes  $200,000 
versus  a  person  who  makes  $30,000,  and  it  ends  up  that  the  person 
making  $30,000  ends  up  paying  far  more  in  the  way  of  taxes.  I  just 
wondered  if  freezing  pay  above  a  certain  level  was  something  that 
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had  been  thought  about,  or  what  you  think  about  that  as  a  possi- 
bihty? 

Ms.  RiVLiN.  Well,  I  don't  think  anybody  in  the  Government 
makes  $200,000,  but 

Mrs.  MORELLA.  No.  I'm  talking  about  the  tax  on  those  people  ver- 
sus the  other  lower  grade  people  in  Federal  employment. 

Ms.  RiVLiN.  We  did  think  a  lot  about  the  distribution  of  the  cuts 
and  the  tax  increases  in  general.  And  as  you  know,  the  tax  in- 
creases are  heavy  at  the  high  end  of  the  income  distribution.  We 
thought  it  was  important  to  shift  more  taxes  onto  people  with  the 
most  ability  to  pay.  They're  also  the  people  who  made  out  the  best 
in  the  1980's,  in  general.  We  also  thought  a  lot  about  how  to  offset 
the  effects  of  the  energy  tax  at  the  low  end. 

One  could,  of  course,  look  at  a  different  pattern  of  pay  change  for 
Federal  employees  which  instead  of  freezing  across  the  board,  you 
would  exempt  lower  grades.  But  that  would  save  less  money  and 
then  one  would  have  to  see  how  to  make  up  the  difference. 

Mrs.  MORELLA.  Well,  one  of  the  other  suggestions  that  was  of- 
fered had  to  do  with  doing  more  of  a  review  of  the  disabilities 
under  Social  Security,  you  know,  a  continuing  disability  review. 
And  it  was  interesting  because  yesterday,  I  met  with  the  Acting 
Commissioner  on  Social  Security  and  discussed  that,  because  there 
is  a  GAO  report  which  indicates  that  from  1980  to  1987,  or  what- 
ever, within  the  last  7  years  or  so,  the  Social  Security  Administra- 
tion could  have  picked  up  far  more  than  $1.4  billion  by  simply 
making  sure  that  they  do  pursue  this  disability  review. 

At  the  same  time,  Social  Security  is  going  to  have  a  reduction  in 
force.  They've  been  told  they're  going  to  have  a  reduction  at  a  time 
when  we're  talking  about  saving  money  that  way.  How  do  you 
equate  this  kind  of  dilemma  that  we  say  you're  going  to  have  fewer 
people,  when  on  the  other  hand,  you  need  more  people  in  order  to 
save  money  to  streamline? 

Ms.  RrvLiN.  This  dilemma  is  occurring  in  several  parts  of  the 
Government.  If  this  plan  goes  forward,  we  are  subject,  I  think,  to 
the  criticism  that  we  are  asking  some  agencies  to  do  more  at  the 
same  time  we  are  cutting  back  on  their  number  of  employees. 

I  think  the  answer  to  that  is  we  must  look  agency-by-agency. 
And  as  we  look  at  how  jobs  could  be  done  more  efficiently  and  with 
fewer  people,  we  must  adjust  even  across  agencies,  to  make  sure 
that  there  are  enough  people  to  do  the  most  important  things.  At 
the  moment,  we  are  just  beginning  that  practice,  which  will  be  part 
of  the  performance  review,  among  other  things. 

Mrs.  MoRELLA.  The  National  Performance  Review,  is  that  the 
same  thing  as  the  Commission  to  Eliminate  Waste,  Fraud,  and 
Abuse,  or  is  the  Vice  President  going  to  have  two  major  responsibil- 
ities? 

Ms.  RiVLlN.  I  don't  know  exactly  where  they've  come  out  on  Com- 
missions, but  the  major  thrust  of  what  the  Vice  President  is  doing 
is  a  performance  review  that  he  will  lead.  That  will  be  not  an  out- 
side Commission  but  an  internal  look  at  how  the  Federal  Govern- 
ment does  its  business. 

Mrs.  MORELLA.  Madam  Chair  and  Ms.  Rivlin,  could  I  give  a  list 
of  questions  to  you  to  have  answered?  And  also,  in  addition  to  the 
questions  I  have  prepared,  which  would  just  take  too  long  for  you 
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to  respond  to,  could  we  also  submit  the  statement  that  you  had,  in 
terms  of  suggestions  that  had  been  given  by  those  people  who  testi- 
fied at  the  last  hearing,  for  Ms.  Rivlin's  response. 

Just  finally,  how  about  furlough  days?  Do  you  think  that  would 
compensate  for  the  pay  freeze?  Because  people  then  would  not  lose 
their  retirement  or  their  FERS  contributions,  if  they  took  so  many 
furlough  days  or  leaves  without  pay? 

Ms.  RrvLlN.  Well,  it's  certainly  something  that  could  be  looked  at 
as  an  alternative.  As  you  know,  there  are  problems  with  furlough 
days.  It  makes  it  harder  to  get  the  business  of  the  Government 
done,  and  it  is  a  form  of  pay  cut. 

Mrs.  MORELLA.  Well,  I  look  forward  to  continuing  to  work  with 
you  to  see  if  we  can  ameliorate  what  seems  to  me  like  an  onerous 
burden  placed  on  one  sector. 

Thank  you  very  much,  Ms.  Rivlin. 

Ms.  Rivlin.  Thank  you. 

Ms.  Norton.  Thaiik  you,  Mrs.  Morella.  The  Chair  will  submit 
the  suggestions  from  the  employee  organizations  and  the  employ- 
ees, and  ask  Ms.  Rivlin,  if  we  could  have  your  comments  on  those 
suggestions.  The  record  will  be  held  open  for  30  days  for  additional 
questions  from  members  of  the  panel. 

Mr.  Ackerman? 

Mr.  Ackerman.  Thank  you  very  much.  Madam  Chair. 

Ms.  Rivlin,  let  me  welcome  you  here  and  congratulate  you  on 
your  new  position.  A  finer  choice  the  administration  could  not  have 
made. 

I  do  have  some  serious  concerns  as  they  affect  Federal  employees 
and  the  people  who  have  been  working  to  make  this  country  the 
great  place  that  it  is.  I  do  appreciate  very  much — and  let  me  say 
at  the  outset  that  I  will  be  supporting  the  President's  package.  I 
think  the  wisest  thing  to  do  is  to  put  the  whole  thing  together;  oth- 
erwise, we're  going  to  wind  up  picking  it  apart  and  not  being  able 
to  get  off  the  dime.  That  having  been  said,  I  do  have  some  serious 
concerns  and  reservations  that  I  would  like  to  express,  as  well  as 
a  couple  of  questions  I'd  like  to  discuss  with  you. 

You  know,  Federal  employees  are  a  very,  very  important  factor 
of  how  successful  this  Nation  is.  One  of  the  disagreements  that  I 
had  with  the  previous  two  administrations  concerned  morale.  The 
Federal  workers  have  been,  continuously,  the  whipping  person  dur- 
ing the  past  dozen  years  or  so.  There  were  those  looking  for  easy 
scapegoats  for  the  Nation's  ills.  We're  the  first  to  be  asked  to  make 
sacrifices. 

I  would  constantly  remind  those  who  previously  sat  in  your  chair 
that  the  President  of  the  United  States  is  the  Commander-in-Chief 
of  the  world's  largest  civilian  army,  as  well  as  the  military.  And 
certainly,  one  in  the  midst  of  a  battle  would  not  try  to  demoralize 
the  troops.  That  applies  both  as  Commander-in-Chief  to  the  mili- 
tary as  it  does  to  the  civilian  work  force,  except  they  ignored  that 
most  of  the  time. 

I  agree  that  we  have  to  do  a  lot  of  belt  tightening.  It  is  very  im- 
portant, as  a  matter  of  fact  it  is  essential,  that  we  do  so  in  order 
to  save  our  economy.  But  the  President  did  say  that  he  wanted  ev- 
erybody to  equally  share  the  pain.  If  we're  going  to  say  to  every- 
body, "Listen,  despite  the  fact  that  it's  unpleasant,  all  we  have  to 
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do  is  hold  our  breath  for  10  seconds,"  that's  all  well  and  good.  But 
when  you  tell  that  to  people  who  have  been  holding  their  breath 
for  a  minute-and-a-half  up  to  that  point,  it  makes  it  very,  very  dif- 
ficult. 

That's  basically  the  problem,  as  I  see  it.  Federal  employees  have 
been  continuously  asked  to  defer  and  to  delay  and  to  put  off  until 
a  better  day.  And  now  that  we  have  greater  hope  that  that  better 
day  is  about  to  dawn,  the  Federal  employees  once  again  are  asked 
to  make  the  sacrifice.  And  it's  framed  in  a  way  that's  really  hard 
to  turn  down.  I  understand  that  it's  basically,  "Well,  you  go  first." 
And  indeed,  I  suppose  that's  what's  going  to  have  to  happen.  It  is 
probably  very  symbolic  for  America  that  that  happen,  but  there  are 
probably  ways  to  make  it  happen  that  are  a  lot  easier,  and  a  lot 
more  palatable,  than  really  turning  the  thumbscrews  on  those  peo- 
ple that  have  been  basically  hanging  on  by  their  fingernails. 

A  couple  of  points.  First,  on  page  7  of  your  testimony,  you  state 
that  among  the  reasons  for  the  proposed  delay  in  the  implementa- 
tion of  the  Federal  Employees  Comparability  Act  is  that  you  want 
to  correct  a  flaw  in  the  methodology.  What  is  the  flaw? 

Ms.  RiVLlN.  The  flaw,  it  seems  to  us,  is  that  when  you  try  to  look 
at  the  matching  which  has  gone  on  between  GS  grades  and  private 
sector  jobs,  it  may  not  have  been  done  in  a  way  that  really  reflects 
the  differences  in  what  people  earn  for  comparable  work.  We  want 
a  chance  to  look  at  that  again. 

Mr.  ACKERMAN.  Well,  it  may  not,  and  then  again,  it  may.  You 
know,  it  seems  to  me  that  those  of  us  who  supported,  and  happily 
did  so,  the  thrust  of  the  administration  when  it  was  a  team,  rallied 
behind  the  call  of  putting  people  first.  Indeed,  that  is  important 
and  I  believe  that  the  President  firmly  believes  that,  as  do  almost 
all  of  us. 

But  it  appears  that  what's  happened  here  is,  we  put  money  first. 
It  appears  that  we  said,  "We  have  to  realize  certain  cuts  and  cer- 
tain dollars,  so  let's  come  up  with  the  amount  of  dollars  we  have 
to  put  first.  Let's  defer  those  dollars  and  then  let's  find  out  the  rea- 
sons why  we're  deferring  those  dollars  and  come  up  with  some  kind 
of  rationale."  To  defer  something  because  it  may  be  good  or  it  may 
not  be  good  doesn't  seem  to  have  a  sound  financial  basis,  other 
than  the  bottom  line.  And  the  bottom  line  is,  you  may  come  up 
with  the  same  exact  thing  that  we  came  up  with. 

True,  nothing  is  going  to  be  completely  reflective  of  every  nuance 
and  difference  throughout  each  of  our  regions,  areas,  or  even  blocks 
within  a  certain  community.  You  know,  the  cost  of  living  in  one 
neighborhood  is  much  different  than  the  cost  of  living  just  on  the 
other  side  of  the  tracks  in  the  same  community. 

I  authored  the  statute  a  few  years  ago.  Having  investigated  the 
methodology  that  you  now  suggest,  I  have  a  problem  with  what 
you're  recommending.  The  committee  had  concluded  at  that  time 
that  occupational-specific  adjustments  would  complicate,  greatly 
complicate,  the  employment  survey  and  would  create  unnecessary 
delays  and  possible  inaccuracies  within  the  adjustment.  And  as  a 
result,  we  found  that  the  fairest  method  to  use  was  to  just  go  with 
the  weighted  survey  that  reflected  the  occupational  makeup  of  the 
Federal  work  force  in  any  given  locality. 
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At  this  point,  has  the  administration  consulted  with  the  Bureau 
of  Labor  Statistics  or  the  Federal  Pay  Advisory  Commission  about 
the  feasibility  of  the  survey  that  you're  now  proposing?  How  many 
occupational  categories  would  you  envision  in  this  survey? 

Ms.  RiVLlN.  We're  not  proposing  here  a  new  survey  or  a  particu- 
lar way  of  doing  this.  You're  quite  right  that  what  we  were  looking 
for  here  in  the  entire  package  were  ways  to  save  the  Government 
money.  We  were  driven  by  the  bottom  line.  And  we  thought  that 
freezing  Federal  pay  was  a  way  to  contribute  to  the  solution  of  the 
deficit  problem.  Freezing  Federal  pay  means  freezing  Federal  pay; 
both  parts  of  it,  the  ordinary  increase  and  the  locality  pay  in- 
creases. 

Having  made  that  decision,  we  also  believe  that  the  locality  pay 
calculation  needs  some  reexamination.  We  don't  have  an  exact  way 
of  solving  this  problem.  We  want  to  work  with  everyone  who  is  in- 
volved to  explore  that. 

Mr.  ACKERMAN.  I  fully  appreciate  that,  but  what  you're  doing 
here  is,  you're  perpetuating  an  inequity.  What  this  act  sought  to 
do — and  indeed  in  a  couple  of  regions  has  made  progress  in  doing — 
is  to  adjust  for  economic  discrimination  among  Federal  employees 
in  different  regions  because  of  the  high  cost  of  living. 

What  you're  doing  here  by  delaying  this — and  I  guess  we've  got 
to  try  to  put  the  best  face  on  it.  I  think  you  said  that  you're  going 
to  begin  it  in  1995.  Actually,  you're  going  to  delay  it  until  1995. 

Ms.  RiVLIN.  That's  right. 

Mr.  ACKERMAN.  Yes,  the  process  has  begun.  There  are  some  re- 
gions that  have  been  so  far  adjusted.  The  one  I  come  from  was  one 
of  them.  I  feel  terrible  that  a  process  that  was  started  by  this  com- 
mittee to  bring  everybody  up  to  standard,  took  care  of  the  hardest 
hit  areas — mine  being  one  of  the  three — was  done,  and  then  in  the 
middle  of  that  process,  it  gets  stopped  for  everybody  else. 

So,  the  administration  is  going  to  restart  this  process  in  1995;  it's 
going  to  stop  the  process  in  1993  and  1994.  And  those  areas  upon 
whom  this  terrible  financial  burden  has  been  imposed  because  of 
high  cost-of-living  areas,  is  going  to  continue  to  visit  itself  upon 
them  in  a  discriminatory  fashion.  I  would  like  to  suggest  that  you 
rethink  this.  This  isn't  just  a  freeze.  This  is  the  cessation  of  a  proc- 
ess of  equalization  that  would  remove  discrimination  against  peo- 
ple based  on  the  region  of  the  country  that  they  happen  to  reside 
in.  So,  if  you  would,  just  think  about  that. 

Ms.  RiVLlN.  Well,  we'll  certainly  think  about  it.  There's  no  ques- 
tion that  any  freeze  is  unfair.  There  are  always  people  who  would 
have  made  out  better,  but  for  some  accidental  reason  of  the  Gov- 
ernment saying,  "Hold  everything,  let's  freeze  it"  are  not  allowed 
increases  that  would  otherwise  have  seemed  fair. 

We  are  only  saying  we  believe  in  locality  pay.  We  believe  that  we 
cannot  afford  to  implement  that  system  right  this  year,  and  we 
want  to  think  about  how  to  do  it  most  fairly  when  it  does  move  for- 
ward in  fiscal  year  1995. 

Mr.  ACKERMAN.  I'm  glad  you'll  think  about  it.  It  just  occurs  to 
me  that  the  ECI-1  further  exacerbates  the  situation  in  those  par- 
ticular areas  and  has  an  even  greater  adverse  effect  on  the  people 
living  within  those  communities.  Perhaps  you  might  be  able  to  go 
back  and — I  don't  mean  to  ask  you  a  number  now,  but  try  to  figure 
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out  what  the  impact  of  the  ECI-1  would  have  on  those  high  cost 
of  hving  areas.  I  would  just  think  off  the  top  of  my  head,  as  an  old 
math  teacher,  that  that  would  put  them  even  further  behind  the 
curve. 

I  did  have  a  second  point,  if  I  might  Madam  Chair? 

On  page  8  of  your  testimony,  you  state  that  0MB  assumes  an  ex- 
piration date  of  the  proxy  premium  baseline,  and  we  started  to  dis- 
cuss this  a  little  while  ago.  Both  of  my  colleagues  who  have  thus 
far  spoken  have  brought  this  up,  and  it's  a  very  important  area. 
The  baseline  costs  should  be  projected,  we  believe,  by  using  the 
growth  factors  resulting  from  current  law. 

As  I  understand  it,  CBO  and  the  House  Budget  Committee  will 
assume  continuation  of  the  proxy  premium  within  the  baseline.  In- 
terestingly, expiration  of  the  proxy  premium  would  not  result  in  a 
big-5  formula.  Rather,  the  formula  would  revert  to  the  old  "Big-6" 
formula.  And  my  question  is,  as  the  Chair  stated  before  as  a  state- 
ment, is  there  some  legal  basis  and  what  might  that  legal  basis  be 
that  causes  0MB  to  assume  the  proposed  FEHBP  baseline? 

Ms.  RiVLlN.  I'm  not  a  lawyer 

Mr.  ACKERMAN.  We're  talking  about  big  dollars  versus  more  peo- 
ple. There's  a  shift  involved  here  of  some  $700  million  that  would 
go  from  the  Government  on  to  the  backs  of  the  people  who  work 
for  it.  I'd  like  to  get  that  off  my  back  too,  you  know,  but  as  an  em- 
ployee, I  can  understand  the  concern  of  our  Federal  work  force. 
We're  already  $1,200  behind  the  private  sector  in  the  richness  of 
the  policies  that  are  provided  for  health  care  in  this  country. 

Ms.  RrvLiN.  There  are  two  issues  here.  One  is  the  baseline.  How 
do  you  figure  out  what  you  do  after  the  expiration  of  current  law? 
The  "Phantom  Big-6"  formula  does,  under  current  law,  sunset  in 
December  1993  and  the  question  is,  after  that,  what  happens?  I'm 
not  a  lawyer  but  I  think  the  common  sense  rule  that  we  used  was 
if  you  don't  have  six,  then  you  average  the  five,  and  that's  where 
the  0MB  has  been  for  some  time.  But  then  there  is  the  question 
of  what  should  happen?  How  should  the  law  change?  That's  basi- 
cally up  to  the  Congress. 

Mr.  ACKERMAN.  Well,  you  say  that,  you  know,  if  you  do  away 
with  the  six,  then  common  sense  says  that  you  have  five.  Common 
sense  said  that  if  you  do  away  with  one  from  six,  that  you  had  five 
all  along. 

Ms.  RiVLiN.  But  the  Congress  decided  to  legislate  otherwise. 

Mr.  ACKERMAN.  Yes,  indeed;  the  Congress  decided  to  legislate 
otherwise.  But  prior  to  the  original  authorization  in  1989,  and  prior 
to  the  first  reauthorization  in  1991,  0MB  assumed  continuation  of 
the  proxy  premium  and  that's  according  to  the  CBO,  which  we  all 
agree  we  have  tremendous  respect  for.  I  don't  know  how  suddenly, 
we  make  different  assumptions. 

Ms.  RiVLlN.  We  haven't  suddenly  changed  assumptions.  We've 
done  this  for  some  time.  It's  a  judgment  call  and  we  see  it  dif- 
ferently than  CBO,  that's  all. 

Mr.  ACKERMAN.  Thank  you  very  much.  \ 

Ms.  Norton.  Thank  you,  Mr.  Ackerman. 

Ms.  Bryne. 

Ms.  Byrne.  Ms.  Rivlin,  while  the  Chairman  takes  a  great  deal 
of  pride  that  you  live  in  the  District  of  Columbia,  I  take  a  great 
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deal  of  pride  that  you  taught  at  Greorge  Mason,  and  someone  of 
your  stature  at  that  school  will  be  solely  missed. 

There  are  a  couple  of  things.  First  of  all,  I  want  to  associate  my- 
self with  Mr.  Ackerman's  remarks  on  locality  pay.  And  I  would 
hope,  and  the  rest  of  the  committee,  I  would  hope  that  you  would 
seriously  reconsider  on  that  particular  item.  That  while  you  talk 
about  preliminary  data  and  some  problems,  the  fact  is  that  this  is 
something  that  has  been  fought  and  discussed  and  rediscussed. 

The  fact  is  that  we  may  not  come  up  with  a  better  plan,  but 
there's  certainly  a  strong  possibility  that  given  the  year's  time  that 
we  have  put  this  off,  we  could  come  up  with  a  worse  plan.  The  fact 
is  that  reexamining  this  issue  only  puts  Federal  employees  further 
behind  the  eight  ball.  And  to  that  end,  I'd  like  to  go  back  and  look 
at  your  continued  references  to  freezing  pay  increases  in  your  testi- 
mony, and  yet  nothing  in  the  Clinton  proposal  talks  about  freezing 
bonuses,  or  merit  pay,  or  step  increases.  To  me,  those  are  real  pay 
increases. 

I  mean,  what  we're  doing  here  is  we're  cutting  pay.  That  if  the 
cost  of  living  just  raises  a  measly  2.9  percent  a  year  and  we  have 
frozen  Federal  employees'  pay,  we've  really  cut  their  pay.  And 
these  other  things  that  we've  talked  about,  like  merit  pay  and 
bonus  increases  and  step  increases,  those  are  real  pay  increases. 
So,  you  know,  I  really  think  we  ought  to  be  specific  in  our  language 
enough  to  say  "We're  not  talking  about  freezing  pay  increases, 
we're  talking  about  cutting  pay." 

Could  we  agree  on  that? 

Ms.  RrvLiN.  Well,  an  economist  would  say  we  are  cutting  real 
pay.  You're  absolutely  right  that  if  pay  is  held  constant  in  dollar 
terms  and  the  cost-of-living  increases,  the  real  pay  in  the  sense  of 
how  much  it  will  buy,  goes  down.  Yes,  I  would  certainly  agree  on 
that.  We  are  not  freezing  promotions  or  other  aspects  of  personnel 
policy.  We  are  freezing  the  cost-of-living  increase  and  the  locality 
pay. 

Ms.  Byrne.  Now,  to  end  this  segment  on  a  positive  note,  I  want 
to  give  you  a  couple  of  suggestions.  I'd  like  to  extract  some  kind 
of  promise  that  if  these  suggestions  result  in  substantial  savings, 
we  can  apply  it  to  Federal  employees.  So,  here  goes. 

The  inspector  general  of  the  Department  of  State  has  already 
done  some  preliminary  work  that  indicates  that  four  nationals  em- 
ployed by  the  Department  of  State  are  paid  as  much  as  30  percent 
over  local  market  rates.  In  addition,  there  are  indications  that  the 
Department  surveys  of  foreign  pay  are  too  expensive,  and  that 
some  are  unnecessary  altogether.  I  would  like  you  to  look  at  some 
annual  savings,  if  the  inspector  general's  recommendations  are 
adopted  and  that's  one  specific  area  that  we  might  look  at  to  get 
our  budget  into  compliance. 

The  other  issue  is  quasi-governmental  pay.  A  number  of  Federal 
agencies,  including  the  Federal  Reserve,  the  FDIC,  the  Farm  Cred- 
it Administration,  and  the  ETC  and  others  have  liberalized  their 
pay  and  benefits,  following  the  enactment  of  FIRRHEA.  Most  of 
this  was  done  because  a  shortage  of  qualified  personnel  for  these 
agencies  was  then  available.  With  the  collapse  of  the  banking  in- 
dustry and  the  consolidation  of  many  banks,  there  is  now  a  surplus 
of  qualified  people  which  can  be  expected  for  years  to  come. 
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Could  you  look  at  this  area  of  savings  and  with  the  impacts  on 
costs  and  bringing  pay  and  benefits  of  these  quasi-governmental 
agencies  back  in  line  with  other  Federal  employees,  and  give  us 
some  kind  of  idea  of  how  much  that  would  save?  Those  are  two 
other  suggestions  that  I  think  might  be  productive. 

Ms.  RiVLiN.  Those  are  two  interesting  suggestions  of  many  on  a 
large  list  from  which  one  might  choose  alternative  ways  of  saving 
Government  money.  The  quasi-governmental  institutions  are  di- 
verse and  some  of  those  might  or  might  not  come  back  to  the  Fed- 
eral budget.  But  in  any  case,  they  are  a  long  list  of  such  things. 

We  would  be  certainly  happy  to  look  at  those,  too,  but  they  be- 
long in  the  set  of  things  that  are  other  ways  of  saving  government 
money,  which  we  hope  our  performance  review  will  turn  up  a  long 
Hst. 

Mrs.  Byrne.  Well,  I  agree,  Ms.  Rivlin.  What  we're  trjdng  to  do 
here  is  a  thoughtful  reduction  in  the  budget,  not  this  approach 
where  the  easiest  way  is  to  do  these  across  the  board  freezes  or 
across  the  board  cuts.  Because  what  we're  really  doing  there  are 
penalizing  those  people  who  have  been  frugal,  who  have  run  their 
agencies  well,  who  have  done  all  the  right  things.  We  penalize 
those  and  then  reward  those  who — ^basically,  for  example,  our  in- 
spector general.  Department  of  State  saying  that  we're  pa3dng  too 
much  to  some  people,  and  we're  really  rewarding  them. 

And  so,  while  we  all  have  suggestions  of  where  we  might  like  to 
make  these  cuts,  I  think  the  idea  is  that  they  be  thoughtful  and 
productive  instead  of  this  across  the  board,  meat  ax,  kind  of  ap- 
proach. 

Ms.  RrvLlN.  Well,  we  would  certainly  all  subscribe  to  that.  We 
want  to  be  thoughtful  and  not  meat  ax. 

With  respect  to  Federal  employees  though,  one  does  have  to  see 
the  sacrifices  which  are  being  asked,  and  they  are  major,  in  the 
context  of  the  economy  as  a  whole.  And  there  are  lots  of  other 
groups  of  employees  who  have  not  done  very  well  over  the  last  few 
years.  State  and  local  employees  have  taken  very  substantial  hits. 
Many  companies  have  frozen  pay  and  laid  off  large  numbers  of 
workers.  Times  are  tough  and  our  hope  is  that  by  getting  this  plan 
underway  and  getting  the  economy  turned  around,  we  can  make  a 
better  economic  future  for  everybody. 

Mrs.  Byrne.  Just  in  closing,  Ms.  Rivlin,  I  know  things  are  tough, 
and  for  the  last  10  years,  the  Federal  employees  have  taken  about 
a  $120  billion  hit.  They've  suffered,  too. 

Ms.  Rivlin.  Oh,  absolutely. 

Mrs.  Byrne.  And  so,  you  know,  we  can't  assume  that  while  ev- 
erybody else  has  been  suffering,  they've  been  living  high  off  the 
hog,  and  they  have  not.  So,  this  is  just  compounding  what  all  of 
us  have  suffered  who  have  worked  in  Government. 

In  my  own  State  of  Virginia,  we  had  a  $2.2  billion  shortfall  and 
we  had  to  do  some  drastic  cutting.  It  was  very  difficult  and  I  un- 
derstand completely.  But  the  fact  is  that  Federal  employees  have 
not  been  immune  to  what  has  gone  on  in  this  country,  and  are  used 
over  and  over  again  as  some  kind  of  sacrificial  lamb  in  this  budget 
process.  And  it's  not  unusual  for  this  administration  or  any  other 
administration  to  do  it. 
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But  I  think  this  particular  set  of  proposals,  as  far  as  I'm  con- 
cerned, is  a  little  beyond  the  pail  in  terms  of  what  we're  asking. 
When  you  ask  a  person  who  is  making  $30,000  to,  in  effect,  con- 
tribute the  same  as  a  person  making  $250,000  in  terms  of  what 
they're  contributing,  that's  a  little  beyond  the  pail. 

Ms.  Norton.  Thank  you,  Mrs.  Byrne. 

Ms.  Rivlin,  we  very  much  appreciate  what  has  been  very  useful 
and  a  testimony  very  honest  and  frank  responses.  I  would  say  to 
you  that  we  will  be  submitting  ideas  for  your  comment,  as  I  indi- 
cated earlier.  We  would  hope,  certainly,  that  any  savings  which  ob- 
viously would  also  come  in  one  way  or  the  other  from  Federal 
workers,  that  we  suggest  that  you  would  find  acceptable  would  at 
least  be  used  to  reduce  the  burden  on  Federal  workers  and  not 
thrown  into  some  larger  pot  where  people  are  still  searching  for 
cuts.  We  are  aware  that  that  is  underway  as  well. 

And  finally,  let  me  say  that  the  whole  purpose  of  this  hearing 
was  to  explore  the  difficult  issues.  We  did  not  say  what  we  also 
feel,  that  the  Federal  workplace  is  a  stable  workplace,  seldom  sub- 
ject to  layoffs  and  RIF's.  Sacrifices  disproportionate  on  occasion, 
yes,  but  we  are,  for  example,  enormously  appreciative  that  the 
President  said  that  he  was  going  to  make  his  savings  by  attrition 
and  not  RIF  or  layoff.  This  is  a  particularly  dedicated  work  force 
that  is  drawn  to  the  Federal  sector  because  it  is  so  stable  and  has 
a  reputation  for  attracting  such  high  quality  employees.  Our  goal 
is  simply  to  maintain  that  tradition  in  the  face  of  problems  for 
which  this  administration,  frankly,  is  not  responsible,  but  which  it 
has  inherited  and  is  taking  on  the  way  it  is  taking  on  the  entire 
economy. 

So,  we  want  you  to  know,  we  do  appreciate  that  if  we  have  a 
hard  job,  you  have  a  much  harder  one.  Thank  you  very  much  for 
your  testimony. 

Ms.  Rivlin.  Thank  you.  Madam  Chairman,  and  I'll  look  forward 
to  working  with  the  members  of  this  very  able  committee  on  these 
difficult  issues.  I  hope  that  we  can  do  so  as  we  move  forward. 

Ms.  Norton.  Thank  you,  again. 

The  committee  is  prepared  now  to  hear  from  Patricia  W.  Latti- 
more,  Acting  Director,  Office  of  Personnel  Management. 

Ms.  Lattimore,  we  welcome  you  and  are  pleased  to  receive  your 
testimony  at  this  time. 

STATEMENT  OF  PATRICIA  W.  LATTIMORE,  ACTING  DIRECTOR, 
OFFICE  OF  PERSONNEL  MANAGEMENT 

Ms.  Lattimore.  Thank  you.  Joining  me  this  morning  is  Barbara 
Fiss,  who  is  our  Assistant  Director  for  Compensation  Policy  at 
0PM,  and  Curt  Smith,  who  is  our  Associate  Director  for  Retire- 
ment and  Insurance. 

With  your  permission,  I  will  discuss  the  major  proposals  for  the 
benefit  programs  and  then  turn  to  the  subject  of  Federal  employee 
pay  as  it  falls  within  OPM's  purview. 

In  the  area  of  employee  benefits,  the  proposed  changes  are  de- 
signed to  bring  Federal  practice  more  in  line  with  private  and  other 
public  employers.  Through  fiscal  year  1998,  these  proposals  will  re- 
sult in  savings  of  approximately  $10  billion. 
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The  lion's  share  of  the  savings  on  employee  benefit  costs  over  the 
5-year  period  results  from  the  permanent  elimination  of  the  so- 
called  lump-sum  retirement  option,  also  known  as  the  alternative 
form  of  annuity.  This  benefit  was  generally  suspended  through 
1995  by  the  Omnibus  Budget  Reconciliation  Act  of  1990,  with  few 
exceptions.  It's  elimination  would  reduce  outlays  by  over  $8.3  bil- 
lion during  fiscal  years  1996  through  1998. 

The  Civil  Service  Retirement  System  first  provided  for  survivor 
annuities  in  1939,  when  employees  who  retired  under  either  the 
mandatory  or  optional  age  and  service  provisions  were  permitted  to 
elect  a  survivor  benefit,  based  upon  an  actuarial  reduction  in  the 
employee  annuity.  Since  that  time,  there  have  been  numerous  lib- 
eralizations in  the  survivorship  provisions,  without  commensurate 
increases  in  the  cost  to  annuitants. 

The  administration's  changes  would  reduce  this  subsidy  for  sur- 
vivor benefits.  Under  this  proposal,  survivor  annuities  would  be 
based  on  the  employee  annuity  rate  Eifler  the  survivorship  reduc- 
tion. This  would  result  in  lowering  the  amounts  payable  to  survi- 
vors who  become  entitled  to  survivor  benefits  after  September  30, 
1993.  Savings  are  estimated  at  $525  million  over  the  5-year  period 
beginning  in  fiscal  year  1994. 

0PM  will  also  be  forwarding  two  amendments  to  help  conform 
Federal  employee  benefits  with  those  offered  under  the  Social  Secu- 
rity and  Medicare  Programs. 

One  proposal  would  eliminate  the  survivor  benefits  paid  to  chil- 
dren over  the  age  of  18  who  are  college  students.  There  would  be 
no  change  in  the  eligibility  of  disabled  surviving  children  over  18 
who  are  incapable  of  self  support.  The  proposed  changes  would  con- 
form to  the  criteria  for  Social  Security  benefit  payment  to  surviving 
children  of  covered  workers.  The  proposal  does  not  affect  those  re- 
ceiving benefits  before  October  1,  1993.  The  estimated  5-year  sav- 
ings for  this  change  is  $75  million. 

The  other  amendment  would  extend  applicable  Medicare  limits 
on  part  B  covered  services  to  the  relatively  small  number  of  annu- 
itants, 65  and  older,  who  are  enrolled  in  the  Federal  Employees 
Health  Benefits  Program  but  are  not  covered  by  Medicare. 

As  is  currently  the  case  for  hospital  benefits,  this  amendment 
would  also  require  any  physician  or  supplier  providing  services 
under  Medicare  to  accept  the  Medicare  part  B  fee  schedule  amount 
under  the  FEHB  program  as  full  payment  after  applicable  patient 
copayments  are  satisfied.  This  proposal  would  yield  mandatory 
Government  savings  of  approximately  $100  million  during  the  5- 
year  period. 

In  the  area  of  Federal  pay,  as  you  know,  the  administration  is 
proposing  that  there  be  no  Federal  pay  increase  in  1994.  For  Gen- 
eral Schedule  employees,  this  means  they  would  not  receive  a  na- 
tional or  locality  increase  in  1994.  The  national  pay  increase  in 
1995  through  1997  would  be  1  percent  less,  and  locality  pay  would 
be  implemented,  beginning  in  1995. 

While  there's  probably  never  a  good  time  to  freeze  pay  or  delay 
increases,  the  current  climate  we  find  is  less  inhospitable  than 
most.  Under  the  Federal  Employees  Pay  Comparability  Act  of 
1990,  General  Schedule  employees  received  nationwide  increases  of 
4.2  and  3.7  percent  in  1992  and  1993,  respectively.  Other  features 
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of  FEPCA  have  given  Federal  managers  more  flexibility  to  use  bo- 
nuses and  other  compensation  tools  to  attract  and  retain  quality 
employees.  These  features  remain  unaffected  by  the  administra- 
tion's proposals. 

The  recent  recession  has  dramatically  altered  the  Government's 
attractiveness  and  competitiveness  as  an  employer.  Quit  rates  are 
extremely  low  and  applicants  per  vacancy  have  increased  substan- 
tially. Wliile  we  can  understand  individual  employees'  concerns 
about  forgoing  a  pay  raise,  Federal  jobs  even  at  current  pay  rates 
are  highly  sought  after.  We  do  not  anticipate  any  adverse  con- 
sequences from  the  1-year  freeze  on  the  Government's  ability  to 
staff  its  jobs  with  highly  competent  people. 

The  White  House  document,  "A  Vision  of  Change  for  America" 
proposes  that  locality  pay  be  implemented  under  a  revised  system 
that  will  correct  certain  methodological  flaws.  As  we  have  worked 
to  implement  the  locality  pay  provisions  of  FEPCA,  certain  prob- 
lems have  surfaced  which  could  not  have  been  foreseen  at  the  time 
of  enactment.  These  problems  stem  in  part  from  the  differences  in 
the  structure  of  work  in  the  Grovemment  and  in  the  private  sector. 

These  structural  differences  make  comparisons  difficult,  particu- 
larly on  a  locality  basis.  The  nature  of  the  Government's  operations 
in  some  areas  may  not  compare  well  with  the  local  mix  of  non-Fed- 
eral jobs.  Despite  the  best  efforts  of  the  Bureau  of  Labor  Statistics, 
the  local  industrial  base  may  simply  not  provide  a  sufficient  num- 
ber of  job  matches  to  yield  an  accurate  measure  of  the  gap  between 
local  and  Federal  pay.  The  fact  that  FEPCA  requires  the  use  of  a 
single  percentage  adjustment  for  all  employees  within  an  area,  re- 
gardless of  market  differences  by  occupation  or  level,  exacerbates 
the  problem. 

We  are  finding,  moreover,  that  in  areas  which  have  experienced 
economic  downturns,  results  of  these  surveys  can  be  counter-intu- 
itive and  at  odds  with  other  labor  market  indicators.  Employers  of- 
tentimes cut  back  by  releasing  junior,  lower-paid  employees  first. 
And  unless  these  releases  are  balanced  by  early  retirements,  the 
average  salary  in  a  given  area  may  go  up  for  a  particular  occupa- 
tion, thus  creating  a  larger  gap  between  Federal  and  non-Federal 
pay  that  may  be  found  in  an  area  where  we  are  experiencing  great- 
er staffing  problems.  This  suggests  that  salary  surveys  alone  may 
not  be  an  adequate  basis  for  determining  appropriate  locality  pay 
adjustments. 

I  hope  this  brief  overview  of  the  portions  of  this  administration's 
proposal  that  0PM  would  be  involved  in  has  been  helpful.  I  am 
available  to  answer  any  questions  you  may  have. 

[The  prepared  statement  of  Ms.  Lattimore  follows:] 

Prepared  Statement  of  Patricia  W.  Lattimore,  Acting  Director,  Office  of 
Personnel  Management 

Madam  Chair  and  members  of  the  subcommittee,  my  name  is  Patricia  Watkins 
Lattimore  and  I  am  pleased  to  appear  today  to  discuss  the  administration's  fiscal 
year  1994  budget  proposals  affecting  Federal  employees. 

I  am  accompanied  today  by  Barbara  Fiss,  who  is  our  assistant  Director  for  Com- 
pensation Policy,  and  Curt  Smith,  who  is  our  Associate  Director  for  Retirement  and 
Insurance. 

With  your  permission,  I  will  discuss  the  major  proposals  for  the  benefit  programs, 
and  them  turn  to  the  subject  of  Federal  employee  pay. 
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In  the  area  of  employee  benefits,  the  proposed  changes  are  designed  to  being  Fed- 
eral practice  more  in  line  with  private  and  other  public  employers.  Through  fiscal 
year  1998,  these  proposals  will  result  in  savings  of  approximately  $10  billion. 

The  lion's  share  of  the  savings  on  employee  benefit  costs  over  the  5-year  period 
results  from  the  permanent  elimination  of  the  so-called  "Lump-sum  retirement  op- 
tion," also  known  as  the  alternative  form  of  annuity,  or  AFA. 

Under  AFA,  retiring  Federal  employees  may  elect  to  receive  a  lump-sum  payment 
equivalent  to  their  retirement  contributions.  In  exchange  for  this  payment,  there  is 
a  lifetime  actuarial  reduction  in  the  employee's  annuity. 

This  benefit  was  generally  suspended  through  1995  by  the  Omnibus  Budget  Rec- 
onciliation Act  of  1990,  although  retiring  employees  who  are  involuntarily  separated 
or  who  suffer  from  life-threatening  illnesses  may  continue  to  elect  to  receive  the 
lump  sum.  Its  elimination  would  reduce  outlays  by  over  $8.3  billion  during  fiscal 
years  1996  through  1998. 

The  Civil  Service  Retirement  System  first  provided  for  survivor  annuities  in  1939, 
when  employees  who  retired  under  either  the  mandatory  or  optional  age  and  service 
provisions  were  permitted  to  elect  a  survivor  benefit,  based  upon  an  actuarial  reduc- 
tion in  the  employee  annuity.  Since  that  time,  there  have  been  numerous  liberaliza- 
tions in  the  survivorship  provisions,  without  commensurate  increases  in  the  cost  to 
annuitants. 

The  administration's  changes  would  reduce  this  subsidy  for  survivor  benefits. 
Under  this  proposal,  survivor  annuities  would  be  based  on  the  employee  annuity 
rate  after  the  survivorship  reduction.  This  would  result  in  lowering  the  amounts 
payable  to  survivors  who  Tbecome  entitled  to  survivor  benefits  after  September  30, 
1993.  Savings  are  estimated  at  $525  million  over  the  5-year  period  beginning  in  fis- 
cal year  1994. 

We  will  also  forward  two  amendments  to  help  conform  Federal  employee  benefits 
with  those  offered  under  the  Social  Security  and  Medicare  Programs. 

One  proposal  would  eliminate  the  survivor  benefits  paid  to  children  over  the  age 
of  18  who  are  college  students.  There  would  be  no  change  in  the  eligibility  of  dis- 
abled surviving  children  over  18  who  are  incapable  of  self  support.  The  proposed 
changes  would  conform  to  the  criteria  for  Social  Security  benefit  payments  to  surviv- 
ing children  of  covered  workers,  which  have  been  in  effect  for  over  a  decade.  The 
proposal  does  not  affect  those  receiving  benefits  before  October  1,  1993.  The  esti- 
mated 5-year  savings  are  $75  million. 

The  other  amendment  would  extend  applicable  Medicare  limits  on  part-B  covered 
services  to  the  relatively  small  number  of  annuitants,  65  and  older,  who  are  enrolled 
in  the  Federal  Employees  Health  Benefits  [FEHB]  Program  but  are  not  covered  by 
Medicare.  As  is  currently  the  case  for  hospital  benefits,  this  amendment  would  also 
require  any  physician  or  supplier  providing  services  under  Medicare  to  accept  the 
Medicare  part-B  fee  schedule  amount  under  the  FEHB  Program  as  fiill  payment 
after  applicable  patient  copayments  are  satisfied. 

These  individuals  would  incur  no  additional  costs  because  physicians  would  be 
prohibited  from  charging  them  fees  that  exceed  those  charged  individuals  who  are 
covered  by  Medicare.  This  proposal  would  yield  mandatory  Government  savings  on 
approximately  $100  million  during  the  5-year  period. 

In  the  area  of  Federal  pay,  as  you  know,  the  administration  is  proposing  that 
there  be  no  Federal  pay  increase  in  1994.  For  General  Schedule  employees  this 
means  they  would  not  receive  a  national  or  locality  increase  in  1994.  The  national 
pay  increase  in  1995-97  would  be  1  percent  less  than  under  current  law  in  each 
year.  Locality  pay  would  be  implemented  beginning  in  1995  under  a  revised  system. 

We  can  certainly  understand  that  Federal  employees  may  be  disappointed  and 
upset  by  the  President's  proposals.  However,  these  proposals  form  part  of  an  overall 
deficit  reduction  plan  that  affects  many  segments  of  the  economy  and  regions  of  the 
country,  and  requires  sacrifice  on  the  part  of  many  people.  Since  Federal  employees 
are  paid  with  public  funds,  it  is  appropriate  that  we  should  set  an  example  for  the 
rest  of  the  country  by  making  an  early  and  meaningful  contribution  to  the  deficit 
reduction  effort. 

While  there  is  probably  never  a  good  time  to  freeze  pay  or  delay  increases,  the 
current  climate  is  less  inhospitable  than  most.  Under  the  Federal  Employees  Pay 
Comparability  Act  of  1990  (otherwise  known  as  FEPCA),  General  Schedule  employ- 
ees received  nationwide  increases  of  4.2  and  3.7  percent  in  1992  and  1993,  respec- 
tively. In  addition,  other  features  of  FEPCA  have  given  Federal  managers  more 
flexibility  to  use  bonuses  and  other  compensation  tools  on  an  individual  basis  to  at- 
tract and  retain  quality  employees.  These  features  are  not  affected  by  the  adminis- 
tration's proposal. 

Moreover,  the  recent  recession  has  dramatically  altered  the  Government's 
attractiveness  and  competitiveness  as  an  employer.  Quit  rates  are  extremely  low 
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and  applicants  per  vacancy  have  increased  substantially.  Thus,  while  we  can  under- 
stand individual  employees'  concern  about  forgoing  a  pay  raise,  Federal  jobs  even 
at  current  pay  rates  are  highly  sought  after.  We  do  not  anticipate  any  adverse  con- 
sequences from  the  1-year  freeze  on  the  Government's  ability  to  staff  its  jobs  with 
highly  competent  people. 

I  would  Uke  to  emphasize  that  the  President's  proposals  do  not  represent  a  rejec- 
tion of  the  concept  of  paying  most  Federal  employees  based  on  the  costs  of  labor 
in  their  local  areas.  Far  from  it.  We  remain  committed  to  the  principles  in  FEPCA. 

Let  me  focus  on  locality  adjustments  for  a  moment. 

The  White  House  document  "A  Vision  of  Change  for  America"  proposes  that  local- 
ity pay  be  implemented  under  a  revised  system  that  will  correct  certain  meth- 
odological flaws.  As  we  have  worked  to  implement  the  locality  pay  provisions  of 
FEPCA,  certain  problems  have  surfaced  which  could  not  have  been  foreseen  at  the 
time  of  enactment.  These  problems  stem  in  part  from  the  differences  in  the  struc- 
ture of  work  in  the  Government  and  in  the  private  sector.  These  structural  dif- 
ferences make  comparisons  difficult,  particul£U"ly  on  a  locality  basis.  The  nature  of 
the  Government's  operations  in  some  areas  may  not  compare  well  with  the  local  mix 
of  non-Federal  jobs  and,  despite  the  best  efforts  of  the  Bureau  of  Labor  Statistics, 
the  local  industrial  base  may  simply  not  provide  a  sufficient  number  of  job  matches 
to  yield  an  accurate  measure  of  the  gap  between  local  and  Federal  pay.  The  fact 
that  FEPCA  requires  the  use  of  a  single  percentage  adjustment  for  all  employees 
within  an  area,  regardless  of  market  differences  by  occupation  or  level,  exacerbates 
these  problems. 

We  are  finding,  moreover,  that  in  areas  which  have  experienced  economic 
downturns,  results  of  surveys  can  be  counter-intuitive  and  at  odds  with  other  labor 
market  indicators.  Employers  often  cut  back  by  releasing  junior,  lower  paid  employ- 
ees first.  Unless  these  releases  are  balanced  by  early  retirements,  the  average  sal- 
ary in  a  given  area  may  go  up  for  a  particular  occupation,  thus  creating  a  larger 
"gap"  between  Federal  and  non-Federal  pay  than  may  be  found  in  an  area  where 
we  are  experiencing  greater  staffing  problems.  This  suggests  that  salary  surveys 
alone  may  not  be  an  adequate  basis  for  determining  appropriate  locality  pay  adjust- 
ments. 

We  feel  confident  that  the  problems  that  have  sxufaced  thus  far  in  our  attempts 
to  compare  Federal  and  non-Federal  pay  on  a  locality  basis  can  be  resolved. 

Whatever  the  outcome,  we  know  that  the  hard-working  and  public  spirited  people 
currently  employed  by  the  Federal  Government  will  continue  to  provide  high  quality 
services  to  the  public.  I  hope  this  brief  review  of  the  administration's  budget  propos- 
als affecting  Federal  employees  has  been  helpful  to  the  subcommittee,  and  I  will  be 
glad  to  answer  any  questions  you  may  have. 


Responses  to  Written  Questions  Submitted  by  Hon.  Eleanor  Holmes  Norton 
TO  Patricia  W.  Lattimore 

Question  1.  Do  the  estimated  savings  from  the  one  year  delay  of  locality  pay  in- 
clude savings  attributable  to  a  decrease  in  retirement  annuities  due  to  lower  "high- 
three"  computations? 

Answer.  The  savings  estimates  prepared  by  the  Office  of  Management  and  Budget 
cover  a  5-year  period  and  do  not  include  long-term  savings  such  as  savings  that 
could  result  from  reductions  in  annuities.  Any  savings  from  such  reductions  would 
be  realized  over  the  lifetimes  of  future  annuitants,  and  only  a  small  proportion 
would  occur  during  the  5-year  period  covered  by  the  estimates.  The  estimates  do  ac- 
count for  short-term  changes  in  cash  flow  into  the  retirement  system  resulting  from 
current  employees  contributing  less  money  to  the  system  under  a  pay  freeze  or  pay 
delay. 

Question  2.  Do  the  estimated  savings  attributable  to  the  one  year  delay  of  locality 
pay  include  savings  attributable  to  lower  life  insurance  benefit  pay-outs  due  to  the 
reduction  of  base  salaries? 

Answer.  The  estimates  prepared  by  the  Office  of  Management  and  Budget  include 
net,  short-term  costs  resulting  from  lower  base  salaries.  However,  life  insurance 
benefits  are  fxilly  financed  by  employee  and  employer  contributions,  which  means 
that  in  the  long  term,  premium  income  and  claims  payments  are  supposed  to  be 
equal.  The  FY  1994  budget  estimates  accounts  for  both  lower  premium  income  and 
lower  claims  payments  resulting  from  the  FY  1994  pay  proposals. 
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Response  to  Written  Questions  Submitted  by  Hon.  Leslie  L.  Byrne  to 
Patricia  W.  Lattimore 

Question.  While  considerable  expenditures  are  made  for  contractors  to  provide 
training  of  Federal  employees  to  handle  incremental  changes  (e.g.  TQM,  diversity 
accommodation,  etc.),  what  is  the  cost/anlysis  of  shifting  such  training  to  more 
macro  systems,  dealing  with  major  organizational  structural  changes  that  must  be 
made  to  accommodate  shifts  in  programmatic  needs  (e.g.  using  court  appointed 
Third  Party  Administrators  in  the  Pension  Benefit  Guaranty  Corporation)? 

Answer.  OPM's  Training  Needs  Assessment  regulations  will  soon  be  issued  in  the 
Federal  Register.  A  key  section  of  the  regulations  addresses  organizational  assess- 
ments and  will  require  that  agencies  put  in  place  an  ongoing,  systematic  process 
to  gauge  the  importance  of:  ( 1)  major  strategic  and  mission  goals  of  an  agency  on 
the  performance  requirements  of  its  workforce,  and  (2)  significant  changes  in  agency 
methods  brought  on  by  such  factors  as  technological  transformations,  demographic 
shifts,  etc.  The  results  of  these  organizational  assessments  should  be  more  targeted, 
cost-effective  uses  of  agency  training  dollars. 

Additionally,  for  the  past  5  years,  0PM  has  made  available  to  the  agencies  a  serv- 
ice called  the  Organizational  Development  Services  Network  (ODSN).  This  service 
provides  agency  executives  with  access,  through  0PM,  to  a  wide  array  of  outside 
specialists  in  the  field  of  broadbased  organizational  change,  e.g.,  socio-technical  inte- 
gration, strategic  planning,  leadership  transitions,  etc.  ODSN  has  filled  an  impor- 
tant need  for  those  trying  to  address  strategic  performance  issues  that  cut  across 
their  agencies. 

While  the  cost-benefit  ratio  for  these  efforts  has  not  been  measured  formally,  it 
is  clear  that  they  encourage  agencies  to  focus  on  "major  organizational/structural 
changes  *  *  *"  and  the  training  implications  that  flow  from  them. 


Alternative  Proposals  for  Reducing  the  Cost  of  Government 

A.  Within  Post  Office  and  Civil  Service  Committee  Jurisdiction. 

1.  Increasing  the  President's  target  for  personnel  reductions  from  100,000  to 
150,000  could  save  an  additional  $4  billion. 

0PM  Comment:  The  President's  plan  to  reduce  the  Federal  workforce  by  100,000 
FTE  is  to  be  implemented  over  a  3-year  period,  using  attrition  and,  in  some  cases, 
early  outs  to  achieve  the  reductions.  For  most  agencies,  the  proposed  reductions 
should  be  achievable  by  attrition  while  allowing  the  agencies  the  flexibility  to  re- 
place some  portion  of  the  workers  that  leave.  This  flexibility  is  important  to  combat 
the  random  nature  of  the  attrition  process  which  might  otherwise  adversely  impact 
an  agency's  ability  to  carry  out  programs  and  services,  or  result  in  an  unbalanced 
workforce  (e.g.,  we  know  that  lower-paud  clerical  employees  leave  at  a  faster  rate 
than  professional  and  administrative  employees).  A  reduction  of  150,000  FTE  over 
the  same  time  period  raises  several  concerns:  (1)  may  require  some  agencies  to  re- 
sort to  reductions-in-force  or  costly  buy-outs  to  meet  staffing  targets;  (2)  may  pre- 
clude agencies  from  replacing  any  portion  of  the  workers  that  leave,  resulting  in  a 
workforce  which  is  no  longer  structured  to  meet  the  staffing  requirements  of  the 
agency;  and  (3)  large  staffing  reductions  over  a  short  time  period  may  leave  agencies 
unable  to  meet  their  mission  requirements. 

2.  Impose  five  furlough  days  as  an  alternative  to  a  pay  freeze  or  pay  cut.  CBO 
estimates  that  this  could  save  $1  billion  in  PT  1994. 

0PM  Comment:  The  $1  billion  represents  the  approximate  salary  costs  for  a  5- 
day  period.  We  would  point  out  that  furloughs  reduce  the  level  of  services  provided 
by  the  Government  and  can  also  increase  the  use  of  overtime  in  situations  where 
the  services  must  be  provided  at  a  given  level.  The  Government  also  incurs  other- 
wise unnecessary  expenses  in  the  administration  of  furloughs,  such  as  costs  associ- 
ated with  notification  of  employees,  recordkeeping,  and  the  like.  While  fiirloughs  do 
not  affect  the  level  of  retirement  benefits,  they  do  reduce  the  amount  of  contribu- 
tions received  by  the  Government's  retirement  systems.  Since  furloughs  do  not  affect 
the  rate  of  pay,  the  compounding  effect  of  a  pay  freeze  in  future  years  is  lost. 

3.  Freeze  all  non-negotiated  bonuses  and  cash  awards.  3%  of  the  annual  federal 
payroll  is  expended  on  these  items. 

0PM  Comment:  Awards  and  bonuses  are  highly  effective  means  of  focusing  em- 
ployee attention  on  achieving  organizational  goals  and  improving  performance.  The 
drawbacks  of  eliminating  these  performance  incentives  should  be  taken  into  account 
along  with  the  projected  savings.  In  some  cases,  such  as  gainsharing  and  suggestion 
awards,  a  freeze  would  be  counter-productive  in  that  the  savings  from  such  awards 
more  than  pay  for  themselves. 
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The  estimated  expenditure  for  awards  of  3  percent  of  payroll  reflected  in  the  pro- 
posal is  incorrect.  The  correct  spending  figure,  based  on  FY  1991  data,  is  1.06  per- 
cent of  payroll  for  the  non-executive  workforce.  Including  SES  awards,  the  figure 
would  be  closer  to  1.08  percent. 

If  the  freeze  of  bonuses  and  awards  it  to  result  in  real  savings,  some  mechanism 
must  be  devised  to  ensiu-e  that  such  savings  are  used  to  reduce  payroll  costs.  Other- 
wise, they  could  be  diverted  to  other  spending,  such  as  for  equipment,  supplies,  and 
furniture.  Finally,  if  legislation  is  enacted  fi-eezing  awards,  it  would  be  unnecessary 
to  exempt  negotiated  award  programs,  since  the  law  would  supersede  any  contract 
provisions. 

4.  Impose  a  cap  of  240  hours  on  the  acciunulation  of  vacation  leave  by  employees 
in  the  ^nior  Executive  Service  (Appx.  8000  employees).  This  cap  is  identical  to  that 
which  is  in  effect  for  most  other  Federal  employees.  The  savings  to  the  Government 
in  outlays  would  total  approximately  $45  million  over  five  years. 

0PM  Comment:  This  proposal  appears  to  be  based  on  a  February,  1993,  report 
of  the  Congressional  Budget  Office  (CBO)  entitled  "Reducing  the  Deficit:  Spending 
and  Revenue  Options."  CBO  used  four  assiunptions  as  the  basis  for  this  report: 

That  SES  turnover  rates  for  the  next  5  years  would  be  15  percent  in  1994,  10 
percent  in  1995,  and  7  percent  for  each  of  the  next  3  years. 

That  the  number  of  SES  members  leaving  the  Government  may  be  determined 
by  mvdtiplying  the  projected  turnover  by  7,100,  the  estimated  number  of  SES  mem- 
bers who  are  at  or  above  240  hours  of  accumulated  annual  leave. 

That  each  SES  member,  on  the  average,  does  not  use  the  approximately  3  weeks 
(or  120  hours)  of  annual  leave  accumvdated  each  year.  CBO  Further  assumed  that 
individuals  will  separate  evenly  over  the  year  so  that  the  Government  saves  pajang 
60  hours  of  annual  leave  the  year  the  individual  leaves,  plus  120  hours  of  annual 
leave  for  each  preceding  year. 

That  the  average  SES  salary  would  increase  by  3  percent  each  year.  This  assump- 
tion reflects  the  fact  that  the  CBO  report  was  written  before  President  Clinton  is- 
sued his  budget  proposal.  In  fact,  under  the  President's  proposal,  there  would  be  no 
increase  in  1994;  and  in  1995,  1996,  and  1997  the  increase  would  be  1  percent  less 
than  allowed  in  current  law. 

Having  reviewed  these  assumptions,  and  re-calculated  the  potential  savings  our- 
selves, we  agree  with  the  CBO's  conclusions,  despite  the  fact  that  our  estimates  of 
savings  for  some  individual  years  differ  fi-om  those  of  the  CBO.  Also,  we  note  that 
if  SES  members  could  no  longer  accumulate  annual  leave  without  limit,  some  might 
separate  earher  than  planned.  This  would  decrease  savings  in  the  early  years  but 
increase  them  in  later  years. 

5.  Cut  federal  pay  by  2%  in  FY  1994  as  an  alternative  to  the  President's  pay 
freeze,  reduction,  and  delay  proposals.  This  would  produce  savings  of  $16.4  billion 
over  five  years.  This  option  offers  less  budgetary  savings  than  the  President's  pro- 
posals, 2%  compared  to  5%. 

0PM  Comment:  The  Congressional  Budget  Office,  in  its  publication,  "Reducing 
the  Deficit:  Spending  and  Revenue  Options"  (page  222),  estimates  that  $8.8  billion 
could  be  saved  over  a  5-year  period  if  Federal  pay  were  reduced  by  2  percent  in  Oc- 
tober 1993.  We  do  not  know  what  information  was  used  to  derive  the  $16.4  billion 
savings  figure  suggested  by  this  alternative.  Timing  is  an  important  factor  in  cal- 
culating the  effect  of  a  reduction  to  base  pay  on  Federal  employees.  If  a  2  percent 
reduction  were  taken  as  of  October  1,  1994,  while  the  pay  increase  does  not  go  into 
effect  until  January,  1995,  the  short-term  effect  on  employees  could  be  harmful,  par- 
ticularly for  lower-paid  workers.  If  the  decrease  to  the  base  pay  coincided  with  the 
January  pay  raise,  the  net  effect  on  employees  would  be  mitigated,  but  budgetary 
savings  would  be  somewhat  less. 

6.  Defer  cost-of-living  adjustments  (COLA)  until  age  62  for  all  nondisabled  retir- 
ees in  the  Civil  Service  Retirement  System  (CSRS).  This  option  allows  a  catch-up 
adjustment  at  age  62  for  partial  inflation  protection  since  the  date  of  retirement. 
This  would  save  $920  million  over  five  years  (plus  an  additional  $5.6  billion  if  mili- 
tary retirees  were  included). 

0PM  Comment:  This  proposal  has  not  been  presented  in  sufficient  detail  to  be 
evaluated  in  terms  of  savings  or  administrative  complexity.  However,  recomputation 
of  annuities  at  age  62  has  the  potential  to  be  quite  complex. 

7.  Limit  COLA's  under  CSRS  to  V2%  below  the  rate  of  inflation.  This  would  save 
$2.6  biUion  over  five  years  (plus  an  additional  $6.3  billion  if  mihtary  retirees  were 
included). 

0PM  Comment:  The  .5  percent  reduction  in  all  CSRS  COLA's  would  be  adminis- 
tratively feasible.  We  estimate  the  savings  to  be  slightly  lower  than  the  CBO  esti- 
mate, $2.5  billion  vs.  $2.6  billion. 
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8.  Limit  the  Government's  matching  contribution  to  the  thrift  savings  plan,  under 
the  Federal  Employees  Retirement  System  (FERS),  to  50%,  and  limit  tne  pay  set- 
aside  to  5%.  This  would  save  $2.5  billion  over  five  years. 

0PM  Comment:  This  item  is  within  the  jurisdiction  of  the  Federal  Retirement 
Thrift  Investment  Board,  rather  than  0PM. 

9.  Raise  the  employee  contribution  to  CSRS  from  7%  of  their  pay  to  9%  of  pay. 
This  would  raise  $4.2  billion  by  1998. 

0PM  Comment:  We  assume  that  the  proposal  is  a  straight  2  percentage  point  in- 
crement for  all  categories  of  CSRS  employees,  including  CSRS-offset,  law  enforce- 
ment personnel,  etc.  The  proposal  would  be  administratively  feasible.  We  estimate 
the  increase  in  receipts  would  be  $5.4  billion  rather  than  the  $4.2  billion  estimated 
by  CBO. 

10.  Cap  reimbursements  under  the  Federal  Employees  Health  Benefits  Program's 
(FEHBP)  fee-for-service  plans  at  the  level  of  Medicare  rates.  This  would  save  $6.7 
billion. 

0PM  Comment:  This  appears  to  be  based  on  a  recommendation  by  the  Congres- 
sional Budget  Office  in  its  publication  Reducing  the  Deficit:  Spending  &  Revenue 
Options  (page  281).  This  proposal  would  not  produce  savings  as  large  as  estimated 
due  to  the  preferred  provider  and  other  cost-saving  arrangements  which  have  been 
put  in  place  over  the  past  several  years  in  the  FEHB  Program.  It  appears  that  the 
savings  estimate  is  also  based  on  total  program  costs,  without  excluding  certain 
non-Medicare  covered  services;  the  only  "scorable"  savings  are  reductions  to  Govern- 
ment costs  and  these  will  be  limited  to  the  0PM  payment  account  for  annuitants. 
From  a  programmatic  perspective,  this  type  of  proposal  represents  a  fundamental 
change  in  the  use  of  Medicare  fee  schedvdes.  In  the  past.  Medicare  fee  schedules 
have  not  been  applied  to  active  workers.  In  fact,  the  differences  in  the  active  worker 
population  and  the  age  65+  Medicare  population  might  make  application  of  Medi- 
care schedules  less  relevant. 

11.  CBO  estimates  that  transferring  the  responsibility  for  investigating  and  evalu- 
ating employment  discrimination  claims  from  federal  agencies  to  the  EEOC  could 
save  at  least  $25  million  per  year. 

0PM  Comment:  This  item  is  not  within  OPM's  jurisdiction. 

12.  AFGE  estimates  that  between  $5-10  million  could  be  saved  each  year  in  liti- 
gation costs  by  requiring  the  0PM  Director  to  concur  with  an  administrative  law 
judge's  decision  before  any  employer/agency  appeals  can  proceed  to  the  next  level 
of  review. 

0PM  Comment:  As  written,  the  proposal  is  unclear.  It  seems  to  suggest  that  an 
agency  would  be  entitled  to  appeal  an  adverse  ruling  by  an  administrative  law  judge 
(or,  as  is  generally  the  case,  by  an  administrative  judge)  only  if  0PM  contested  the 
validity  of  the  agency's  position  by  concurring  in  the  adverse  ruling.  It  may  be  that 
what  is  being  proposed  here  is  that  0PM  approval  would  be  required  before  an 
agency  would  be  permitted  to  seek  additional  administrative  review.  Also  unclear 
is  whether  the  proposal  deals  with  matters  appealed  to  the  Merit  Systems  Protec- 
tion Board  or  the  Federal  Labor  Relations  Authority  or  both.  We  will  use  MSPB  as 
an  example. 

The  likely  consequences  of  requiring  0PM  approval  before  an  agency  could  seek 
a  second  level  of  administrative  review  would  be  as  follows: 

0PM  would  have  to  increase  staff  and  expenses  significantly  in  order  to  review 
the  significant  number  of  agency  appeals  to  determine  whether  each  matter  shoiild 
proceed  further. 

Although  MSPB  statistics  (1991)  show  that  only  12  percent  of  all  petitions  for  re- 
view are  filed  by  agencies,  the  total  number  of  petitions  is  in  the  neighborhood  of 
1,500  per  year. 

Given  the  short  time  period  in  which  to  seek  further  review,  35  days,  the  practical 
difficulties  that  some  agencies  would  face  in  setting  on  a  strategy  for  appeal  and 
forwarding  it  to  0PM  and  obtaining  0PM  review  would  be  harrowing  and  the  time 
pressure  on  0PM  would  be  daunting,  as  well. 

Agencies  that  might  refrain  from  seeking  further  MSPB  review  under  the  current 
system  might  be  tempted  to  forward  the  matter  to  0PM  ansrway,  the  better  to  have 
0PM,  rather  than  agency  officials,  take  the  responsibility  for  determining  that  no 
further  review  is  warranted.  This  could  increase  the  number  of  potential  petitions 
for  review. 

0PM  could  expect  that  when  it  declined  to  concur  with  an  agenc5^s  proposed  ap- 
peal, that  agency  would  seek  to  lobby  for  a  more  favorable  result,  thus,  creating  a 
kind  of  administrative  gridlock.  The  proposal  therefore  would  effectively  create  yet 
another  level  of  administrative  review  in  many  cases.  Agencies  probably  would  seek 
written  guidelines  and  an  explanation  for  OPM's  decision  in  each  case  and  would 
likely  seek  to  use  0PM  decisions  in  previous  cases  to  formulate  their  strategy  for 
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persuading  0PM  to  pursue  subsequent  cases.  0PM  likely  would  become  the  propri- 
etor of  a  quasi-public  body  of  "case  law,"  which  it  would  then  have  to  administer. 

The  proposal's  basic  premise  is  flawed.  Considering  that  agencies,  which  have  a 
greater  base  of  experience  and  expertise  than  individual  appellants,  are  more  likely 
to  screen  suggestions  for  further  administrative  review  more  carefully,  it  is  unlikely 
that  the  major  cause  of  waste  of  funds  from  unmeritorious  or  frivolous  petitions  can 
be  traced  to  agencies. 

Therefore,  0PM  review  would  not  necessarily  save  much  money  expended  in  ad- 
ministrative appeals.  Rather,  it  would  occasion  additional  costs  to  create  and  admin- 
ister another  level  of  significant  administrative  review,  the  benefits  of  which  are  by 
no  means  certain  or  clear. 

13.  When  a  federal  hoUday  falls  on  a  Saturday  or  Sunday,  the  following  Monday 
is  given  off  as  a  federal  holiday.  Funds  could  be  saved  if  the  additional  day  is  not 
given  as  a  holiday.  It  could  be  treated  as  a  Uberal  leave  day  which  employees  could 
take  off  but  be  charged  annual  leave. 

0PM  Comment:  When  a  legal  public  holiday  falls  on  Satiu-day,  the  preceding  Fri- 
day is  treated  as  a  holiday  for  pay  and  leave  piu*poses  for  Federal  employees  with 
a  toiu-  of  duty  of  Monday  through  Friday.  When  a  legal  public  holiday  falls  on  Sun- 
day, the  following  Monday  is  treated  as  a  hoUday.  Similar  rules  apply  in  the  case 
of  a  holiday  that  falls  on  a  non-workday  for  Federal  employees  with  an  unusual  tour 
of  duty — e.g.,  Wednesday  through  Sunday. 

The  proposal  to  forgo  holiday  entitlements  for  Federal  employees  when  a  legal 
public  hoUday  falls  on  Saturday  or  Sunday  wovdd  not  reduce  actual  Federal  expendi- 
tures for  salaries  and  expenses  (except  for  holiday  premium  pay,  as  explained 
below).  This  is  because  Federal  employees  would  continue  to  receive  the  same  salary 
whether  they  are  paid  for  the  holiday  or  placed  on  annual  leave  under  a  "Uberal 
leave"  poUcy.  Savings  would  occur  only  if  the  use  of  a  day  of  annual  leave  for  a  hoU- 
day results  in  the  need  to  take  a  day  of  leave  without  pay  (LWOP)  later  in  the  year. 
The  vast  majority  of  Federal  employees  can  be  expected  to  schedule  their  remaining 
annual  leave  so  as  not  to  reqviire  LWOP  later  in  the  year. 

This  proposal  would  save  about  $20.2  milUon  per  hoUday  for  non-Postal  Service 
employees  who  otherwise  would  be  entitled  to  receive  holiday  premium  pay  for 
working  on  a  hoUday.  However,  6  of  the  10  Federal  hoUdays  are  scheduled  by  law 
to  faU  on  a  fixed  day  of  the  week  other  than  Saturday  or  Sunday.  This  leaves  only 
four  hoUdays  that  may  fall  on  Saturday  or  Sunday  (New  Year's  Day,  Independence 
Day,  Veterans  Day,  and  Christmas  Day).  In  any  given  year,  it  is  Ukely  that  only 
one  or  two  hoUdays  will  fall  on  Saturday  or  Sunday  (FY  1994—2;  FY  1995—2;  FY 
1996 — 1;  FY  1997—0;  FY  1998 — 1).  The  total  savings  over  5  years  would  be  less 
than  $140  miUion. 

14.  Reduce  the  niunber  of  management  level  employees.  Change  the  manager-to- 
employee  ratio  from  one-to-five  to  one-to-eleven  which  is  more  in  Une  with  the  pri- 
vate sector. 

0PM  Comment:  Based  on  September  1991  data  from  OPM's  Central  Personnel 
Data  File,  tihe  ratio  of  managers  and  supervisors  to  non-supervisors  in  the  Federal 
civiUan  non-Postal  Service  workforce  is  about  1  to  7.1,  excluding  employees  who  do 
not  exercise  the  fiiU  range  of  supervisory  or  managerial  duties.  According  to  U.S. 
Census  Bureau  figures  for  1989,  the  overaU  ratio  of  supervisors  to  non-supervisors 
in  the  entire  U.S.  civiUan  labor  force  is  about  1  to  5.3  (Table  652,  Statistical  Ab- 
stract of  the  U.S.,  1991),  excluding  self-employed  proprietors  and  farm  operators. 

While  it  may  be  desirable  to  reduce  the  nvmiber  of  supervisors  and  managers  in 
the  Federal  workforce,  it  is  not  clear  how  this  could  be  done  quickly  without  incur- 
ring significant  short-term  costs  to  the  Federal  Government.  If  such  a  reduction 
were  to  be  accomplished  by  means  of  formal  reduction-in-force  (RIF)  procedures,  su- 

f)ervisors  and  managers  (who  generaUy  have  greater  seniority)  would  Ukely  displace 
ower-paid  employees  and  become  entitled  to  grade  and  pay  retention.  The  displaced 
lower-paid  employees,  in  turn,  would  receive  severance  pay  and  Ivunp-sum  payments 
for  unused  annual  leave  upon  separation  from  their  positions.  The  use  of  RIF  proce- 
dures often  creates  significant  short-term  disruptions  and  losses  in  productivity  and 
efficiency.  An  early-out  option  directed  exclusively  at  management  employees  might 
result  in  some  savings,  although  it  is  difficult  to  predict  how  many  managers  would 
avail  themselves  of  the  opportunity.  Of  course,  any  special  "buy-out"  payments 
would  offset  the  savings  associated  with  reducing  the  number  of  supervisors  and 
managers. 
B.  Within  Other  Committee  Jurisdictions. 

15.  Reduce  the  level  of  spending  on  Government  service  contracts  by  10%.  These 
contracts  purchase  primarily  labor.  A  10%  cut  could  save  $7.8  bilUon  per  year. 

OPM  Comment:  This  item  is  not  within  OPM's  jurisdiction. 
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16.  Launch  an  aggressive  campaign  to  reclaim  government  equipment  loaned  to 
private  firms  performing  work  on  government  contracts.  A  1985  report  of  the  House 
Government  Operations  Committee  (House  Report  No.  99-139)  found  that,  in  many 
cases,  this  equipment  was  not  necessary  to  the  firms'  duties  and  was  often  used  for 
work  unrelated  to  the  contract.  Reclaiming  this  property  and  seeking  reimburse- 
ment where  appropriate  could  yield  $10  billion  in  savings. 

0PM  Comment:  This  item  is  not  within  OPM's  jurisdiction. 

17.  Impose  dollar  reduction  targets  on  agencies  with  attrition  penalties  if  the  tar- 
gets are  not  met  by  a  time  certain.  Managers  should  consult  with  the  work  force 
concerning  how  savings  should  be  achieved. 

0PM  Comment:  This  item  is  not  within  OPM's  jurisdiction. 

18.  EUminate  the  drug  testing  of  federal  employees.  Based  on  past  experience,  it 
has  cost  the  government  just  over  $77,000  to  isolate  each  positive  drug  test.  In  a 
1992  report,  GAO  found  that  each  drug  test  cost  $73. 

0PM  Comment:  A  drug-free  workplace  program  is  a  priority  component  of  the  Na- 
tional Drug  Control  Strategy.  Nearly  70  percent  of  all  drug  users  are  employed; 
therefore,  the  workplace  must  be  involved  in  not  only  preventing  drug  use,  but  in 
helping  employees  who  use  drugs.  As  the  nation's  largest  employer,  the  Federal 
Government  has  been  involved  in  the  workplace  component  of  the  National  Drug 
Control  Strategy.  The  Federal  Government's  drug-free  workplace  program  was  es- 
tablished by  Executive  Order  12564  to  serve  as  the  model  in  eliminating  illegal  drug 
use  from  the  workplace.  Its  purpose  is  to  provide  a  comprehensive  program  of  em- 
ployee education,  supervisory  training,  employee  assistance,  and  appropriate  testing 
to  prevent  and  deter  the  use  of  illegal  drugs  in  the  Federal  workplace  and  to  assist 
in  the  rehabilitation  of  employees  who  use  drugs. 

Of  particular  concern  are  employees  in  the  fields  of  national  security,  law  enforce- 
ment and  drug  interdiction,  and  public  safety.  Use  of  illegal  drugs  by  employees  in 
such  positions  would  be  a  serious  problem,  and  even  isolated  instances  of  drug  use 
could  have  serious  consequences  for  public  health  and  safety.  For  example,  the  use 
of  illegal  drugs  by  an  air  traffic  controller  or  a  DEA  agent  cannot  be  tolerated.  It 
should  be  noted  that  the  recent  passage  of  the  Omnibus  Transportation  Employee 
Testing  Act  of  1991  (Public  Law  102-143),  requiring  alcohol  testing  for  certain  safe- 
ty sensitive  jobs  in  the  transportation  field,  indicates  the  increasing  concern  regard- 
ing the  impact  of  substance  abuse  on  workplace  safety. 

The  effectiveness  of  the  drug  testing  program  cannot  be  assessed  solely  on  the 
basis  of  the  cost  per  drug  test  or  the  cost  per  positive  drug  finding.  A  major  objective 
of  the  drug  testing  program  is  to  deter  the  use  of  illegal  drugs  by  both  current  and 
prospective  Federal  employees.  From  that  point  of  view,  a  low  incidence  of  positive 
test  results  (hence  a  high  unit  cost)  is  an  indication  of  benefit.  There  is  also  the 
need  to  ensure  that  individuals  in  positions  involving  law  enforcement,  national  se- 
curity, the  protection  of  life  and  property,  and  public  health  or  safety  are  drug  free. 
An  effective  drug  testing  program  is  a  primary  way  to  do  that.  In  addition,  over  the 
past  several  years  increasing  attention  has  been  paid  to  lowering  the  cost  of  the 
drug  testing  program.  For  example,  the  cost  of  drug  testing  is  continuing  to  de- 
crease. In  the  first  6  months  of  PT  1991,  the  average  direct  cost  per  drug  test  was 
$85,  while  during  the  last  6  months  the  cost  had  decreased  to  $61  per  test.  This 
reduction  in  cost  is  due  to  a  variety  of  factors,  including  agencies  renegotiating  their 
contracts  for  testing  and  collection,  more  competition  in  the  laboratory  business  as 
more  are  certified  by  HHS,  and  the  development  of  cooperative  arrangements  with 
other  agencies  to  achieve  economy-of-scale  savings. 

19.  Establish  more  demonstration  projects  in  productivity  gEiinsharing  such  as  the 
McClellan  Air  Force  Base  Pacer  Share  program  where  job  descriptions  were  ex- 
panded, individual  appraisals  were  eliminated,  and  Total  Quality  Management  and 
productivity  gainsharing  was  instituted.  After  five  years,  results  at  McClellan  AFB 
included  a  one-third  reduction  in  the  number  of  laborers  and  managers,  implemen- 
tation of  a  more  effective  team  approach  to  work  performance  and  decision-making, 
and  savings  of  $12  million — half  of  which  was  returned  to  the  Air  Force  and  hadf 
of  which  went  to  the  workers  who  achieved  the  cost  savings. 

0PM  Comment:  The  Pacer  Share  demonstration  project  expired  in  February  at 
the  end  of  its  5  year  statutory  time  limit.  Our  comprehensive  evaluation  revealed 
that  some  aspects  of  the  project  were  not  successful.  In  particular,  the  productivity 
gainsharing  program  did  not  work  as  intended,  because  of  an  unclear  link  between 
organizational  performance  and  the  gainshares  paid.  Also  elimination  of  perform- 
ance ratings  made  it  difficult  to  deal  effectively  with  poor  performers. 

Nevertheless,  we  learned  much  from  this  project  that  will  be  usefiil  in  developing 
future  initiatives  in  support  of  the  underljang  Pacer  Share  principles:  enhanced  pro- 
ductivity and  organizational  performance,  labor-management  cooperation,  and  qual- 
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ity  management.  DOD  has  already  modified  its  productivity  gainsharing  program 
based  on  the  Pacer  Share  experience. 

Since  productivity  gainsharing  is  permitted  under  current  statute,  it  does  not  re- 
qxiire  a  demonstration  project  to  implement.  However,  other  areas  where  legal  bar- 
riers exist  and  where  testing  would  be  beneficial  may  lend  themselves  to  the  dem- 
onstration project  approach.  0PM  is  ciurently  developing  a  new  strategy  for  making 
the  best  use  of  the  demonstration  project  authority  as  a  means  for  fostering  innova- 
tion in  Federal  hvunan  resource  management. 

20.  Implement  a  single  uniform  government-wide  system  for  issuing  seciuity 
clearances  to  replace  the  current  system  where  each  agency  issues  its  own  seciuity 
clearance. 

0PM  Comment:  Under  E.O.  12356,  National  Security  Information,  agency  heads 
are  responsible  for  determining  the  trustworthiness  of  individuals  for  access  to  clas- 
sified information  entrusted  to  Uiem.  At  the  same  time,  the  Director  of  Central  In- 
telligence has  separate  authority,  under  the  National  Security  Act  of  1947  and  E.O. 
12333  to  set  standards  for  access  to  Sensitive  Compartmented  Information  (SCI)  in- 
volving inteUigence  sources  or  methods.  And,  under  the  Atomic  Energy  Act,  the  Sec- 
retary of  Energy  and  the  Nuclear  Regulatory  Commission  have  independent  author- 
ity over  access  to  information  classified  pursuant  to  that  Act.  There  are  also  highly 
classified  Special  Access  Programs  with  unique  access  standards. 

Compounding  the  situation  is  the  fact  that  there  are  three  distinct  communities 
of  individuals  affihated  with  the  U.S.  Government  who  require  access  to  classified 
information,  and  separate  legal  authorities  pertain  to  each  community — Federal  ci- 
vilian employees,  nulitary  personnel,  and  contractor  employees.  Given  that  access 
to  classified  information  is  a  function  committed  to  executive  discretion,  implemen- 
tation of  a  single  uniform  system  would  reqmre  coordination  and  direction  from  the 
highest  levels  of  the  executive  branch. 

21.  Freeze  all  spending  for  training  related  travel  for  one  year. 

0PM  Comment:  The  Federal  workforce  is  dispersed  throughout  the  continental 
United  States  and  the  world. 

Training  generally  requires  bringing  staff  together  in  learning  groups  in  central 
locations  in  order  to  facilitate  learning  and  maximize  investment  in  facilities  and 
instructor  costs.  Although  statistics  are  not  kept  on  training-related  travel,  we  know 
that  a  significant  percentage  of  the  participants  in  0PM  training  must  travel  from 
their  duty  stations  to  the  training  locations.  Travel  is  thus  an  integral  part  of  train- 
ing delivery  and  limitations  on  travel  become  limitations  on  training. 

A  restriction  on  travel  covdd  defer  critical  training  or,  in  some  instances,  force  the 
use  of  local  vendors  who  could  be  more  expensive  and  less  responsive  to  the  needs 
of  the  Federal  workforce  than  are  Federal  trainers.  The  President's  initiatives  aimed 
at  revitalizing  the  Federal  workforce  reqviire  an  aggressive  and  continuing  program 
of  training  and  development.  Any  travel  limitation  would  clearly  hamper  this  initia- 
tive. 

Furthermore,  the  0PM  training  delivery  system  would  be  decimated  by  the  pro- 
posed fi-eeze.  Although  0PM  attempts  to  keep  training  travel  costs  low  by  choosing 
centralized  locations  for  training,  by  providing  training  on-site  to  agencies  where 
feasible,  and  by  using  distance  learning  technologies,  much  training  would  be  af- 
fected by  travel  reductions.  Residential  training  programs  such  as  the  Federal  Exec- 
utive Institute  and  the  Management  Development  Centers  draw  participants  to  four 
central  locations  and  could  not  operate  with  a  travel  fi-eeze.  In  FY  1992,  these  pro- 
grams provided  more  than  87,000  participant  training  days  to  managers  and  execu- 
tives. Interagency  training  delivery  provided  by  0PM  would  also  be  affected.  Most 
participants  and  many  instructors  must  travel  to  centralized  locations  for  training 
delivery.  More  than  400,000  participant  training  days  were  delivered  by  regional 
training  centers  in  FY  1992. 

22.  Delay  the  printing  of  all  non-essential  publications  for  one  year. 
0PM  Comment:  This  item  is  not  within  OPM's  jurisdiction. 

23.  Freeze  purchases  of  furniture  and  other  non-technology  items  for  one  year. 
0PM  Comment:  This  item  is  not  within  OPM's  jurisdiction. 

24.  Increased  investments  in  workplace  safety  could  reduce  the  cost  of  workers 
compensation  claims  and  save  the  government  approximately  $300  million  per  year. 
Between  1989  and  1992,  the  annual  amounts  spent  on  workers'  compensation  by  the 
15  largest  federal  agencies  rose  from  $1.2  biUion  to  1.6  biUion.  Oregon  reduced  its 
workers'  compensation  premiums  by  20%  over  two  years  as  the  result  of  implement- 
ing an  aggressive  occupational  health  safety  program. 

0PM  Comment:  This  item  is  not  within  OPM's  jurisdiction. 

25.  Last  year,  the  Social  Seciuity  Administration  testified  before  the  House  Select 
Conmiittee  on  Aging  that  for  eveiy  10,000  "continuing  disability  reviews"  evaluated, 
one  would  expect  to  find  $9  million  in  overpajonents.  The  American  Federation  of 
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Government  Employees  (AFGE)  believes  that  as  much  as  $1  billion  per  year  is  spent 
in  overpajTnents  to  disability  beneficiaries  because  staff  reductions  have  made  "con- 
tinuing disability  reviews"  all  but  impossible.  In  addition,  AFGE  reports  that  there 
is  a  backlog  of  over  1  million  cases  at  the  Social  Security  Administration  (SSA),  a 
direct  result  of  the  17,000  person  staff  reduction  which  occurred  between  1985  and 
1990.  In  1992,  GAO  testified  before  the  Senate  Subcommittee  on  Social  Security  and 
Family  Policy  that  for  every  "medical  improvement  expected"  case  reviewed,  SSA 
could  expect  a  $4  return  for  every  $1  of  administrative  expense  incurred. 
0PM  Comment:  This  item  is  not  within  OPM's  jurisdiction. 

Ms.  Norton.  Thank  you,  Ms.  Lattimore.  Indeed,  your  testimony 
has  been  helpful. 

May  I  ask  you  what  particular  role  did  0PM  play  in  assembling 
the  set  of  cuts  that  we  have  before  us? 

Ms.  Lattimore.  I,  personally,  was  not  a  member  of  the  early 
team  that  put  together  proposals.  We,  in  our  usual  role,  provide  a 
lot  of  data.  We  provide  background  and  we  do  a  lot  of  modeling  in 
terms  of  support  to  the  initial  administration  proposal. 

Ms.  Norton.  OPM  had  no  policy  role? 

Ms.  Lattimore.  I,  personally,  did  not  have  a  policy  role. 

Ms.  Norton.  I'm  not  asking  you  about  your  personal  role.  I'm 
asking  about  the  role  of  OPM  in  suggesting,  recommending  a  pol- 
icy. 

Ms.  Lattimore.  At  this  juncture,  no,  we  were  not  a  part  of  that 
initial  effort. 

Ms.  Norton.  So,  you  were  not  consulted  then  on  locality  pay,  for 
example,  and  its  possible  effects,  one  way  or  the  other? 

Ms.  Lattimore.  Yes,  we  did  provide  data,  as  we  understood  it, 
in  terms  of  modeling.  We  provided  information  regarding  problems 
that  we  saw  with  it. 

Ms.  Norton.  You  say  in  your  testimony,  for  example,  that  the 
recession  has  made  the  Federal  Cxovemment  as  an  employer  more 
attractive,  and  go  on  to  indicate  that  you  don't  anticipate  any  ad- 
verse consequences  from  a  1-year  freeze.  Are  we  to  conclude  that, 
therefore,  you  anticipate  that  the  recession  will  continue  and  the 
Government  will  not  become  more  attractive,  despite  the  Presi- 
dent's  

Ms.  Lattimore.  No;  that's  not  what  we're  saying.  The  point  I 
was  attempting  to  make  is  that  in  terms  of  our  measurement  of  the 
attractiveness  of  the  Federal  Government,  we  focus  on  quit  rates 
and  the  increases  in  the  number  of  applicants  per  job,  at  least  seen 
over  the  past  3  years. 

Ms.  Norton.  During  a  recession,  as  you  say  on  page  5  of  your 
testimony,  what  are  your  assumptions? 

Ms.  Lattimore.  If  the  recession  continues 

Ms.  Norton.  I  mean,  if  those  are  your  assumptions  about  its 
attractiveness  today,  what  are  your  assumptions  when  you  say  you 
don't  anticipate  any  adverse  consequences  for  a  full  year,  during 
which  the  recession  may  well  be  gone,  as  many  believe  it  is  now 
going? 

Ms.  Lattimore.  Our  assumptions  are  that  the  initial  freeze 
would  not  have  an  impact  on  our  ability  to  retain  and  attract  peo- 
ple for  the  initial  year.  The  more  competitive  the  economy  becomes, 
the  Government  then  goes  back  to  its  original  competitive  stance, 
and  we  would  probably  see  some  of  those  retention  and  recruitment 
problems  recur. 
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Ms.  Norton.  What  has  been  the  effect  on  Federal  recruitment  of 
past  freezes  and  delays?  That  is  to  say,  when  somebody  comes  for 
a  position  in  the  Federal  Grovernment,  are  they  undeterred  by  what 
have  been  a  series  of  actions  in  the  past  to  reduce  pay  in  one  form 
or  the  other? 

Ms.  Lattimore.  We  have  not  seen  the  deterrents  in  the  number 
of  applicants  that  we've  had  for  competitive  positions  as  a  result 
of  that. 

Ms.  Norton.  Over  the  years  I  thought  that  the  data  indicates 
just  the  opposite,  that  we  got  the  locality  pay  because 

Ms.  Lattimore.  Oh,  no.  I'm  sorry. 

Ms.  Norton.  For  example,  the  Federal  Government  was,  indeed, 
having  problems  recruiting  people  and  keeping  people. 

Ms.  Lattimore.  That  is  correct.  I  was  speaking  from  1994. 

Ms.  Norton.  From  1994? 

Ms.  Lattimore.  From  fiscal  year  1994,  we  have  not  seen  that. 
The  statement  you  make  is  correct.  The  reason  we  had  FEPCA  was 
because  the  Government  was  experiencing  extreme  difficulty  and 
felt  we  needed  to  become  more  competitive.  The  current  environ- 
ment just  happened  to  change  from  1990,  1991,  and  1992,  and 
those  same  problems  in  attracting  and  retaining  just  have  not  sur- 
faced. 

Ms.  Norton.  I  would  like  to  see  0PM  in  its  own  models  and  ad- 
vice factor  in  the  deterrent  effect,  not  for  a  single  year,  but  from 
the  knowledge  that  employees  have  that  if  you  go  to  work  for  this 
employer,  you  may  without  much  notice  be  subject  to  all  manner 
of  delays  or  cuts.  Or  indeed,  if  this  year  is  a  model,  to  cumulative 
points  far  beyond  those  in  the  private  sector.  I  say  that  to  0PM, 
which  I  think  has  an  important  role  to  play  here. 

You  saw  the  graph  I  showed  to  Ms.  Rivlin? 

Ms.  Lattimore.  Yes. 

Ms.  Norton.  You  heard  the  humongous  differences  between  the 
contributions  that  will  be  made,  and  we  are  pleased  to  make  avail- 
able to  you,  the  assumptions  upon  which  that  is  made. 

But  one  really  has  to  ask  whether  anybody  in  her  right  mind, 
seeing  the  difference  over  a  5-year  period  between  the  contributions 
she  will  make  if  she  works  for  the  Federal  Government  and  if  she 
works  for  PEPCO,  what  in  the  world  would  lead  her  to  come  to 
work  for  the  Federal  Government?  Do  you  have  any  answer  to 
that? 

Ms.  Lattimore.  No,  I  don't,  but  we  can  certainly  look  at  that 
from  that  perspective. 

Ms.  Norton.  I  believe  that  you  have  an  obligation  to  inform,  par- 
ticularly a  new  administration,  not  of  the  effect  of  a  1-year  freeze 
during  a  recession,  but  the  long-term  effect  on  the  Federal  work 
force.  This  is  a  President  who  said  he  is  interested  in  long-term  ef- 
fects. That  the  problem  with  the  country  is  it  has  been  looking  only 
at  the  short-term  and  it's  time  to  look  at  the  long-term.  We  are 
searching  here  for  the  long-term,  and  you  see  considerable  concern 
on  this  committee  that  we  do  not  have  that  concern  built  into  the 
way  into  which  employee  cuts  have  been  addressed. 

Let  me  ask  you  about  the  part  of  your  testimony,  also,  having  to 
do  with  revisions  in  locality  pay.  I  was  not  on  this  committee  last 
year,  but  Mr.  Ackerman  was.  And  you  heard  from  a  member  who 
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was  deeply  involved,  personally  involved,  step-by-step.  The  dif- 
ficulty I  am  having  is  with  the  assumption  that  the  issues  0PM 
and  OMB  would  now  look  into,  were  not  considered  last  time.  It 
is  very  difficult  to  believe  that  these  are  new  issues  that  are  on  the 
table  and  that  any  competent  analyst  wouldn't  have  considered 
them  and  either  accepted  them  or  rejected  them  for  some  reason. 
One  reason  may  have  been  that  you  can  make  this  process  so  com- 
plicated that  it  simply  doesn't  work.  And  that  at  the  end  of  the  day, 
you  have  to  come  up  with  a  system  that  works,  and  that  any  sys- 
tem one  adopts  has  its  flaws.  This  committee  is  being  asked  to  be- 
lieve that  the  very  long  process  through  which  this  committee  and 
the  many  analysts  involved  went  through  simply  missed  important 
areas.  And  therefore,  for  our  locality  pay,  we  have  to  go  back  and 
pick  up  what  was  missed. 

I'd  like  to  ask  anyone  who  knows,  whether  or  not  that  is  your 
testimony?  Anyone  at  the  table,  do  you  believe  that  the  issues  you 
raise  in  your  testimony — the  issues  you,  for  that  matter,  I  suppose, 
heard  it  with  less  specificity  raised  by  Ms.  Rivlin — were  not  on  the 
table,  were  not  considered,  and  therefore,  need  to  be  brought  up  for 
the  first  time  to  see  whether  or  not  they  should  be  made  a  part  of 
the  way  in  which  we  arrive  at  locality  pay? 

Ms.  Lattimore.  I  will  ask  Barbara,  who  was  intimately  involved 
in  that  specific  project.  The  piece  that  my  overall  testimony  was 
geared  to  address  is  that  there  were  some  methodology  problems 
that  started  to  surface  as  the  surveys  from  BLS  were  reported,  and 
we  were  not  aware  of  what  those  would  be  until  we  saw  the  actual 
results. 

I  believe — and  as  I  said,  I'll  have  Barbara  speak  a  little  bit  more 
in  depth  to  that — if  I'm  not  mistaken,  as  early  as  October-Novem- 
ber, we  started  to  see  a  trend.  And  within  our  own  internal  work- 
ings, we  were  starting  to  discuss  what  we  were  doing  and  have  dis- 
cussions with  other  members  of  the  pay  agent  as  well  as  referrals 
to  the  Federal  Salary  Council. 

But  in  terms  of  your  specific  "Did  these  show  up?  Were  these 
considered?"  I  can  certainly  have  Ms.  Fiss  address  those. 

Ms.  FisS.  Let  me  say  at  the  outset  that 

Ms.  Norton.  Would  you  give  your  whole  name  for  the  record, 
please? 

Ms.  FisS.  Oh,  my  name  is  Barbara  Fiss,  and  I'm  the  Assistant 
Director  at  0PM  for  Compensation  Policy. 

At  the  time  we  undertook  FEPCA,  it  was  a  major  change  in  the 
way  in  which  the  Federal  Government  was  proposing  to  set  white- 
collar  pay,  the  General  Schedule  pay.  The  experience  that  we  had 
had  prior  to  that  time  was  with  a  national  survey  that  looked  at 
white-collar  pay  and  came  up  with  a  single  national  average  by 
which  all  pay  in  the  General  Schedule  was  adjusted. 

At  the  time  that  we  went  to  a  locality  system,  there  was  no  track 
record  for  acquiring  data  at  all  levels  for  the  jobs  that  the  Govern- 
ment has  in  its  work  force.  We  have  found  that  as  we  began  the 
survey  process,  and  with  all  of  the  very  best  efforts  of  the  Bureau 
of  Labor  Statistics,  that  we  have  experienced  substantial  difficulty 
in  obtaining  sufficient  job  matches  at  all  levels  within  the  system. 

For  example,  we  are  surveying  110  job  levels  in  each  of  the  cities 
in  which  a  survey  is  being  conducted,  and  then  in  a  general  survey 
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covering  the  rest  of  the  United  States.  Out  of  110  levels,  in  some 
cities,  less  than  half  of  those  levels  are  publishing.  In  other  words, 
we  are  not  getting  the  data  for,  in  some  cases,  more  than  half  of 
the  jobs  that  we  have  identified  are  necessary  to  set  the  pay  line. 

Ms.  Norton.  And  you  did  not  anticipate  that? 

Ms.  Fiss.  We  had  no  track  record  on  this.  We  assumed  that  there 
might  be  some  problems  and  we  did  anticipate  that  there  might  be 
some  areas  in  which  we  wouldn't  get  the  levels,  but  no  one  antici- 
pated it  to  this  magnitude.  No,  we  did  not. 

We  had  no  basis  on  which  to  look.  Previous  to  this,  the  Govern- 
ment has  operated  a  blue-collar  system  which  has  been  a  locality 
system,  but  the  kinds  of  jobs  that  have  been  surveyed  are  those 
that  are  very  readily  found  in  any  community.  They  may  be  car- 
penters or  painters  or  janitors  and  that  tjrpe  of  thing.  You  have  to 
look  at  the  mix  of  industry  in  a  particular  city.  You  have  to  look 
at  what  the  Grovemment  is  doing  in  that  particular  city.  Sometimes 
those  things  simply  do  not  match  very  well.  That's  a  piece  of  the 
problem. 

Another  piece  of  the  problem  deals  with  the  level-to-level  com- 
parison. The  way  in  which  the  Government  structures  its  work, 
and  our  system  has  many  levels  with  small  pay  ranges.  We  might 
have  seven  or  eight  levels,  for  example,  of  engineers  and  yet,  the 
way  in  which  a  company  might  be  organized,  it  might  have  three 
levels:  an  entry  level,  a  developmental  level,  and  a  journeyman 
level.  We  have  to  try  and  match  location-by-location  and  get  data 
for  each  of  those  levels.  When  you're  doing  it  on  a  national  basis, 
you  have  a  very  large  sample.  You  have  a  critical  mass  of  data.  So 
that  the  problems  that  surface  on  a  local  area  can  be  masked  when 
you're  doing  it  on  a  national  basis  only.  So,  that's  another  problem 
that  we  have. 

A  third  component  deals  with  the  overall  percentage.  We  are 
using,  as  was  used  before  and  as  the  statute  requires,  a  single  per- 
centage increase  to  apply  to  all  employees  within  a  location.  We 
have  found  in  our  survey  data  that  the  size  of  the  gaps  varies  sig- 
nificantly within  a  location  by  occupation,  by  major  occupational 
groupings.  We're  looking  at  professional  jobs,  administrative  jobs, 
technic£d  jobs,  and  clerical  jobs,  if  I  can  use  those  broad  categories. 

In  one  city,  for  example,  in  which  using  the  old  methodology 
would  have  given  us  an  overall  gap  of  about  25  percent,  we  found 
that  among  the  major  occupational  groups,  one  group  showed  a  pay 
gap  of  only  about  2  percent,  whereas  another  group  in  the  same 
city  showed  a  gap  of  about  38  percent.  You  average  all  of  that  to- 
gether. Over  time,  at  such  point  in  time  as  you  might  close  that 
entire  gap,  the  occupational  group  for  which  the  gap  was  only  2 
percent  would,  in  fact,  be  paid  23  percent  over  market,  whereas  the 
group  for  which  the  gap  was  38  percent  would  still  find  themselves 
13  percent  below  market  rates.  And  the  market  might  be  tight 
enough  in  those  instances  that  we  might  still  have  to  make  further 
adjustments  through  the  special  rate  system  to  accommodate  that. 

These  are  the  kinds  of  problems  that  are  being  surfaced.  We 
have  been  sharing  these  with  the  Federal  Salary  Council  and  with 
the  pay  agent,  as  they  have  surfaced.  We  began  to  see  these  as 
soon  as  the  surveys  came  in.  Now,  we  only  have  about  half  of  the 
survey  data  in  at  this  point  in  time. 
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Ms.  Norton.  I  found  this  discussion  very  interesting.  I  believe 
the  committee  has  to  get  more  deeply  involved. 

When  I  chaired  the  EEOC,  I  found  that  the  salary  surveys  of  the 
kind  the  Federal  Grovernment  is  now  doing  were  fairly  common. 
There  were,  of  course,  international  and  nationwide  companies  who 
had  £in  incentive  that  the  Federal  Grovemment  does  not  have.  And 
that  is,  they  had  better  do  it  right  because  it  affects  their  bottom 
line. 

So,  I  am  distressed,  given  how  extensive  is  the  experience  in  the 
private  sector  of  doing  the  kind  of  surveys  that  are  involved  with 
the  Comparability  Act,  that  we  are  running  into  these  difficulties. 
I  realize  that  the  Government  is  the  largest  employer  in  the  coun- 
try. There  are  very  large  employers  who  have  been  doing  these 
kinds  of  surveys  for  a  very  long  time,  and  it  is  very  distressing  to 
learn  that  the  Federal  (Government  had  to  get  into  the  act  before 
it  discovered  problems  of  the  kind  you  have  just  outlined. 

Ms.  Fiss.  If  I  may  make  a  comment  on  that? 

Ms.  Norton.  Please. 

Ms.  Fiss.  Prior  to  working  for  the  Federal  Government,  I  had  ex- 
tensive experience  in  compensation  in  the  private  sector  with  an 
organization  that  had  multiple  locations  throughout  the  country,  as 
well  as  overseas. 

The  surveys  that  the  Bureau  of  Labor  Statistics  conduct  are  of 
very  high  quality.  They  are  statistically  valid  surveys  and  they 
must  meet  very  high,  rigid  standards  and  criteria.  Often,  employ- 
ers do  not  make  their  decisions  on  nearly  as  accurate  data.  They 
don't  attempt  to  conduct  a  statistically  valid  survey  in  an  area. 
They  will  target  particular  industries  with  whom  they  compete  and 
they  will  get  information  on  them.  They  will  also  make  their  deci- 
sion on  where  they  position  themselves  in  that  labor  market,  to  a 
large  extent,  on  how  competitive  they  feel  they  need  to  be  in  order 
to  attract  the  quality  work  force  that  they  have. 

They  are  not  held  to  the  same  high  standard  as  we  are  using  in 
trying  to  have  statistically  valid  sample  surveys  done  in  order  to 
set  pay  for  the  Federal  Government.  We  are,  in  effect,  like  the 
world's  largest  conglomerate,  regardless  of  any  other  company.  The 
impact  of  what  we  do  is  very  great  as  well.  So,  it's  incumbent  upon 
us,  I  believe,  to  try  and  have  surveys  that  are  valid  so  that  we're 
sure  that  the  action  that  we  are  taking  is  appropriate. 

Ms.  Norton.  Well,  one  is  left  to  wonder  whether  or  not  this 
would  have  been  nearly  the  problem  it  has  become  if  the  savings 
had  not  proved  necessary  for  the  deficit  reduction  program.  In  any 
case,  we  see  that  in  some  areas,  they're  going  right  along  so  with 
the  changes  having  been  made,  while  others  wait  for  the  perfect 
system.  You  can  see  where  the  frustration  may  come. 

Let  me  ask  you  about  the  proxy  premium.  The  proxy  premium 
was  adopted,  as  you  know,  in  order  to  maintain  the  existing  rela- 
tionship between  the  employer  and  the  employee.  It  was  simply  felt 
to  be  the  most  elementary  fairness.  Now,  as  I  understand  it,  your 
position  is  that  the  government  has  the  authority  to  calculate  the 
government's  share  of  the  FEHB  premiums  on  the  basis  of  the  re- 
maining five  plans. 

What  legal  authority  does  0PM  cite  for  this  assumption? 
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Ms.  Lattimore.  I  would  have  to  have  someone  get  back  to  you 
on  the  specific  legal  authority. 

Operationally,  it  is  my  understanding — it  has  been  OPM's  under- 
standing that  we  were  authorized  to  move  forward  with  the  "Big- 
6"  so-to-speak,  up  through  the  expiration  of  the  legislation  that 
continued  it.  It  was  our  understanding  that  we  then  move  to  the 
"Big-5"  which  was  minus  AETNA,  at  the  expiration  of  that  particu- 
lar legislation  which  came  into  effect  to  temporarily  maintain  the 
status  quo  when  AETNA  dropped  out. 

To  my  knowledge,  there  has  been  no  internal  discussion  of  how 
do  we  avoid  sta3dng  at  the  six.  We,  I  believe,  sought  legislation  to 
give  us  permanent  ability  to  stay  at  the  six.  We  were  operating 
under  the  premise  that  if  we  didn't  receive  that,  we  had  to  move 
to  the  five  base  formula  for  the  calculation. 

Ms.  Norton.  Even  though  there  had  been  an  enactment  and  a 
reenactment  of  the  proxy  premium,  you  assumed  that  all  of  a  sud- 
den this  principle — which  obviously,  the  Government  wanted  all 
along  to  save  money — just  felt  it  didn't  have  the  option  to  do  so. 
Having  seen  what  the  Congress  has  done  in  the  past,  why  would 
the  assumption  be  that  the  Congress  would  no  longer  find  the  fair- 
ness principle  of  the  proxy  premium  in  the  first  place,  operative? 

Ms.  Lattimore.  I  don't  think  there  was  a  conscious  assumption 
that  it  would  not.  I  think  the  assumption  had  been  that  when  we 
did  not  get  the  permanent  legislation  that  we  sought  before,  that 
that  was  the  decision  that  it  was  only  temporary.  We  would  not  be 
opposed  to  that  at  all. 

Ms.  Norton.  I  raise  this  again,  only  because  that  assumption 
which  I  believe  is  counterintuitive,  caused  the  administration  on 
the  basis  of  advice  it  received  and  perhaps  its  own  inclinations,  to 
be  now  $700  million  in  the  hole.  Because  CBO  doesn't  say  that,  we 
have  no  indication  from  Congress,  frankly,  that  it  would  precipi- 
tously take  large  costs  and  transfer  them,  particularly  in  the  mid- 
dle of  health  care  reform  to  the  employees.  It's  an  example,  I  think, 
of  an  unrealistic  assumption  in  this  package  and  I  think  somebody 
should  have  rung  the  bell  to  a  new  administration  and  said,  "oh, 
oh,  they  have  seemed  most  reluctant  to  do  this  in  the  past.  One 
really  wonders  if,  in  order  to  save  money,  they  will  do  it  now." 

I  have  some  other  questions.  I  will  submit  them  and  ask  that  you 
provide  us  with  written  answers. 

Mrs.  Morella. 

Mrs.  Morella.  Thank  you.  I  just  have  two  brief  questions,  in  the 
interest  of  time,  particularly. 

You  know,  the  lump-sum  retirement  option  that  we  talk  about, 
there  is  not  going  to  be  the  lump-sum.  I've  always  wondered  about 
that  in  terms  of  money.  Does  that  mean  that  what  you  save  now 
is  a  permanent  savings,  or  is  it  something  you're  going  to  have  to 
pay  later?  It  always  seemr-  to  me  like  it  was  a  little  bit  of  a  shell 
game.  Would  you  like  to  comment  on  that? 

Mr.  Smith.  I'd  be  happy  to.  From  our  perspective,  it  was  a  bit 
of  a  shell  game  coming  in,  so  I  suppose  it  must  be  sort  of  a  shell 
game  going  out. 

People  will  receive  the  same  amount  of  money  over  their  life- 
times either  way,  which  is  what  you're  referring  to.  The  question 
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is  whether  you  receive  a  big  lump-sum  now  and  less  per  month  the 
rest  of  your  life,  or  a  higher  monthly  sum  the  rest  of  your  life. 

As  a  pension  policy  person,  I  thought  that  it  was  ill-advised  for 
people  to  take  part  of  their  continuing  stream  of  retirement  money 
up  front  in  a  big  lump.  In  budget  terms  though,  the  outlays  are, 
in  fact,  extraordinary  for  making  those  payments  sooner  than  they 
would  go  out  if  you  spread  it  over  the  lifetime.  But  it's  even  for  the 
Government  and  even  for  the  retiree  when  it's  all  over. 

Mrs.  MORELLA.  Right.  So,  as  long  as  we  all  understand  the  whole 
concept  of  it,  we're  OK.  But  as  soon  as  we  begin  to  think  there's 
a  tremendous  savings,  then  we're  on  the  wrong  track. 

Mr.  Smith.  Well,  in  5  years,  there  are  tremendous  savings,  in  30 
years,  there  are  not. 

Mrs.  MORELLA.  Right,  OK.  And  I  suppose  the  amount  of  the  dol- 
lar value  might  go  down  at  that  point,  so  maybe  that's  factored  into 
the  concept. 

I  also  wanted  to  pick  up  on  the  idea  that  we  don't  have  any  trou- 
ble recruiting  people  into  Federal  employment.  Maybe  now  it's  a 
little  less  again,  as  you  say,  because  of  the  recession  and  the  Chair 
said  she  hopes  that  this  is  not  going  to  be  what  we  have  to  rely 
on  to  have  good  people  appl3dng  for  jobs  at  the  Federal  Government 
or  staying.  But  I  don't  always  hear  that  young  people  are  inter- 
ested, even  now,  in  Federal  employment. 

Here  is  a  little  phone  call  that  came  in  from  somebody  in  my  dis- 
trict who's  with  the  Federal  Aviation  Administration.  This  person 
points  out  that  when  trying  to  recruit  college  graduates,  he  is  un- 
able to  because  of  not  being  able  to  match  the  private  sector.  A  lot 
of  it  has  to  do  with  salaries. 

So,  you're  going  to  find  that  in  some  areas  particularly,  the 
young  people,  when  they're  asked  what  they  want  to  do  in  life, 
they're  not  going  to  say  "I  want  to  work  for  the  Federal  Govern- 
ment." So  that  even  though  at  the  moment  you  may  not  have  trou- 
ble, the  appeal  is  going  to  diminish.  Would  you  not  agree  that 
we've  got  to  do  something  to  enhance  Federal  employment? 

Ms.  Lattimore.  Oh,  I  agree,  especially  in  terms  with  the  youth, 
as  you  speak  to  it.  A  number  of  the  initiatives  that  0PM  has  been 
engaged  in  in  local  communities  as  well  as  at  the  college  level  has 
been  to  have  public  service  viewed  as  a  good  alternative  work  and 
not  the  employer  of  last  resort. 

What  we've  seen  over  the  past  3  or  4  years  as  a  result  of  that 
effort  in  a  number  of  areas  is  that  we've  gone  from  8  or  9  appli- 
cants per  job,  whenever  we  were  going  to  fill  a  job,  up  to  18.  I'm 
not  saying  that  it's  perfect,  but  I  think  that  interest  in  the  public 
sector  from  the  youth  perspective  has  improved  somewhat. 

Ms.  Norton.  Would  the  ranking  member  yield  for  a  moment? 

Mrs.  MoRELLA.  Yes,  indeed. 

Ms.  Norton.  I'd  like  just  to  indicate,  in  light  of  Mrs.  Morella's 
question,  that  judging  this  by  the  number  of  vacancies  is  quite 
troublesome.  We've  found  that  we  can  always  hire  people,  even 
when  the  market  is  full.  This  work  force  has  been  very  high  qual- 
ity. I  wonder  if  you  would  find  that  those  vacancies  are  bringing 
you  people  of  the  same  quality  they  brought  you  15  years  ago,  for 
example.  That  would  be  one  of  my  concerns. 
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The  other  one  of  my  concerns  would  be  that  the  Federal  Govem- 
ment  trains  employees  that  it  takes  in.  And  to  the  extent  that  peo- 
ple look,  for  example,  at  the  difference  over  5  years  in  their  con- 
tributions, even  people  it  takes  in  during  the  recession,  if  they  fol- 
low their  best  interests,  will  bail  out  as  soon  as  other  positions 
open  and  I  doubt  that  you'd  be  taking  in  the  best  and  the  brightest 
as  the  Federal  work  force  has  tended  to  do  in  the  past  in  any  case. 
And  the  vacancy  rate,  I  would  think,  is  about  the  last  indicator  one 
would  rely  on  during  a  recession. 

Mrs.  MORELLA.  In  some  of  those  critical  jobs  is  where  the  Federal 
Government  is  going  to  give  the  training  and  the^re  going  to  go 
off  into  the  private  sector.  And  so,  we're  going  to  lose  in  the  long 
run,  financially,  and  in  all  other  ways. 

The  only  other  question  I  have  has  to  do  with  your  comment,  and 
it  has  been  picked  up  pretty  much  by  the  Chair,  with  regard  to  this 
whole  concept  of  changing  the  comparability  pay  that  we  have 
here.  I'm  just  not  sure  of  how  you  predicate  it.  It's  something  we 
heard  from  Ms.  Rivlin  also.  You  talk  about  the  differences  in  the 
structure  work  in  the  Government  and  in  the  private  sector  and 
Ms.  Fiss  tried  to  comment  a  little  bit  on  that. 

I  just  want  you  to  know,  I'm  still  confused  about  it.  You  don't 
need  to  tell  me  about  it  now,  but  if  in  someway  in  writing,  if  you 
could  give  me  a  simplified  version?  Because  we  did  try  and  I  was 
on  the  subcommittee  at  the  time  of  the  Pay  Comparability  Act  and 
we  saw  the  differences  in  how  the  Bureau  of  Labor  Statistics  was 
going  to  talk  about  recruiting,  retaining.  You  know,  all  of  these 
kinds  of  factors  were  in  it.  So,  if  you  did  that,  I  would  be  very  ap- 
preciative. 

I  have  no  other  questions.  I  look  forward  to  working  with  all  of 
you  and  Mrs.  Byrne  is  going  to  take  over  now. 

Mrs.  Byrne.  Thank  you. 

By  way  of  prefacing  my  questions,  let  me  tell  you,  prior  to  com- 
ing to  Congress,  I  used  to  be  a  consultant  for  the  Government  and 
we  did  personnel  consulting  and  we  used  to  do  recruiting  for  Gov- 
ernment agencies.  It  is  my  observation  that  when  it  came  to  hiring 
in  this  Washington  metropolitan  tjrea,  white  collar  workers,  engi- 
neers, computer  people,  scientists,  that  it  literEilly  was  like  pulling 
teeth  to  get  college  graduates  to  consider  coming  to  work  for  the 
Federal  Government.  Up  until  this  last  year,  really,  that  things, 
before  I  started  to  run  for  office,  and  it  was  up  until  1992. 

And  so,  let  me  preface  it  this  way.  While  we're  talking  about  cut- 
backs among  Federal  employees,  do  you  have  from  0PM,  any  rec- 
ommendations that  you've  passed  on  to  the  White  House  for  elimi- 
nating or  cutting  back  on  experts  and  consultants  from  the  outside? 
Is  this  going  to  be  another  shell  game  like  the  early  out  provisions, 
where  we  continue  to  cut  back  on  Federal  workers  and  just  hire 
more  outside  people? 

Ms.  Lattimore.  We  have  not  seen  any  indications  that  that  is 
the  game  plan.  And  no,  we  have  not  passed  on  any  specific  rec- 
ommendations to  them  regarding  experts  and  consultants. 

Mrs.  Byrne.  Would  it  be  possible  :o  look  at  savings  by  doing  a 
10  percent  cutback  on  consultants  and  outside 

Ms.  Lattimore.  We  could  certainly  look  at  that. 
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Mrs.  Byrne.  Experts  and  see  what  that  could  bring  us  since 
we're  going  to  be  hammering  Federal  employees? 

Ms.  Lattimore.  We  could  look  at  that. 

Mrs.  Byrne.  And  we  can  look  at  people  like  I  used  to  be  and  say 
"we  don't  need  to  hire  as  many  of  you  to  do  OPM's  work?" 

Ms.  Lattimore.  We  can  get  the  data. 

Mrs.  Byrne.  One  of  the  other  things — you  know,  we  keep  coming 
back  to  this  Comparability  Act  and  locality  pay  because  it  is  so  im- 
portant. I  think  that  in  all  of  the  issues  that  we're  talking  about, 
it  probably  is  the  one  broken  promise  that  has  mostly  affected  the 
people  that  we've  talked  to. 

Both  GAO  and  0MB  have  suggested  there  would  be  a  significant 
savings  in  the  implementation  of  comparability  if  we  just  changed 
from  metropolitan  statistical  areas  to  population  density.  That  it 
doesn't  seem  logical  to  pay  for  the  same  positions  in  western  Con- 
necticut as  it  does  for  downtown  New  York  City.  And  as  long  as 
you  seem  to  think  that  there  is  some  fatal  flaw  in  locality  pay, 
which  I  don't,  why  don't  we  look  at  something  that  we  can  imme- 
diately fix  like  using  population  density  instead  of  SMSA's? 

Ms.  Lattimore.  Why  don't  we  look  at  that  and  get  back  to  you. 

Mrs.  Byrne.  OK,  thank  you. 

Thank  you,  Madam  Chair. 

Ms.  Norton.  Thank  you  very  much,  Mrs.  Byrne. 

I  very  much  appreciate  your  testimony,  Ms.  Lattimore.  The  testi- 
mony of  all  of  you  has  been  very  useful  to  us. 

I'd  like  to  call  the  last  two  witnesses  as  a  panel  and  thank  them 
for  their  forbearance.  We  have  gone  on  some  time.  This  has  been 
our  first  opportunity  to  speak  with  members  of  the  administration. 
We  needed  that  in  order  to  get  a  full  understanding  of  the  thinking 
behind  the  President's  proposals. 

We  are  pleased  to  welcome  James  L.  Blum,  the  deputy  director 
of  CBO,  Congressional  Budget  Office,  and  Nancy  R.  Kingsbury,  the 
director  of  the  Federal  Human  Resources  Management  Issues  Divi- 
sion of  GAO,  the  General  Accounting  Office. 

You  may  testify  in  any  order  you  see  fit.  Perhaps  Mr.  Blum  first. 

STATEMENT  OF  JAMES  L.  BLUM,  DEPUTY  DIRECTOR,  CON- 
GRESSIONAL BUDGET  OFFICE,  ACCOMPANIED  BY  NANCY 
KINGSBURY,  DIRECTOR,  FEDERAL  HUMAN  RESOURCE  MAN- 
AGEMENT ISSUES,  GENERAL  ACCOUNTING  OFFICE 

Mr.  Blum.  Thank  you.  Madam  Chair  and  members  of  the  com- 
mittee. I  appreciate  this  opportunity  this  morning  to  discuss  the 
administration's  proposals  for  reducing  Federal  personnel  costs.  As 
you  requested  in  your  letter  of  invitation,  I  will  limit  my  remarks 
to  a  brief  summary  of  my  prepared  statement  and  ask  that  the 
statement  be  included  in  the  record. 

As  I  noted  in  the  prepared  statement,  there  are  essentially  two 
basic  approaches  for  reducing  personnel  costs:  cutting  Federal  pay 
and  benefits  on  the  one  hand,  and  cutting  Federal  emplo)rment  on 
the  other.  President  Clinton's  budget  plan  includes  a  number  of 
proposals  that  encompass  both  approaches. 

CBO's  estimates  of  the  amount  of  budgetary  savings  for  these 
proposals  are  contained  in  table  1  on  page  3  of  my  prepared  state- 
ment. The  two  largest  savings  come  from  the  President's  proposal 
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to  cut  Federal  civilian  employment  by  roughly  100,000  positions  by 
the  end  of  fiscal  year  1995,  and  to  limit  Federal  pay  raises  over  the 
next  4  years.  And  as  we  have  heard  this  morning  at  great  length, 
it  is  the  latter  proposal  that  has  drawn  the  most  criticism  as  plac- 
ing an  unfair  burden  on  Federal  employees  in  comparison  with 
other  workers  and  citizens  who  are  being  asked  to  contribute  to 
deficit  reduction. 

In  addition  to  the  fairness  issue,  there  is  a  concern  that  the 
President's  pay  proposals  are  a  step  backward  from  the  Pay  Reform 
Act  of  1990,  which  was  designed  to  achieve  pay  comparability  with 
the  private  sector  and  to  limit  the  President's  authority  over  Fed- 
eral salaries.  Full  implementation  of  the  pay  reform  provisions  is 
seen  as  an  important  ingredient  for  making  Government  more  ef- 
fective and  for  attracting  and  retaining  a  highly  qualified  and  moti- 
vated work  force. 

So,  it  is  understandable  that  the  committee  is  seeking  alternative 
ways  of  producing  savings  in  personnel  costs.  One  alternative  that 
we  included  in  cur  annual  deficit  reduction  report  was  a  one-time 
cut  of  2  percent  in  Federal  wages  and  salaries  at  the  beginning  of 
the  next  fiscal  year — that  is,  beginning  on  October  1,  1993.  This  op- 
tion offers  the  advantage  of  being  less  of  a  departure  from  pay  re- 
form in  that  it  is  a  one-time  cut  in  basic  pay  as  opposed  to  a  revival 
of  the  practice  of  repeatedly  limiting  pay  raises. 

This  option,  however,  offers  a  smaller  reduction  in  pay  than  that 
proposed  by  the  President  and  therefore  offers  less  budgetary  sav- 
ings. Under  the  President's  proposal  for  the  Employment  Cost 
Index  [ECI]  pay  adjustments.  Federal  pay  eventually  would  be  cut 
5  percent  from  the  levels  that  would  be  obtained  under  current 
law.  To  obtain  the  same  budgetary  savings  as  proposed  by  the 
President  with  a  one-time  pay  cut  would  require  a  cut  of  roughly 
3  percent  on  October  1,  assuming  a  delay  in  the  locality  pay  adjust- 
ments, as  in  the  President's  plan. 

Other  options  in  our  deficit  reduction  report  focused  on  Federal 
employee  retirement  and  health  benefits.  The  President's  budget 
plan  includes  some  proposals  in  these  areas,  but  for  the  most  part, 
they  are  generally  limited  in  terms  of  budgetary  savings.  By  far, 
the  biggest  savings  derived  from  the  proposal  to  discontinue  perma- 
nently the  option  of  Federal  employees  to  receive  a  lump-sum  pay- 
ment for  part  of  their  retirement  benefits  in  exchange  for  a  reduced 
annuity.  Although  this  proposal  produces  some  near-term  cash  sav- 
ings, it  does  not  significantly  change  the  Government's  overall  re- 
tirement costs,  which  we  just  heard  about  in  the  exchange  between 
Ms.  Morella  and  the  representative  from  the  Office  of  Personnel 
Management  [0PM].  It  merely  shifts  the  cost  from  the  present  to 
the  future,  and  that  is  why  we  did  not  include  this  particular  op- 
tion in  our  own  deficit  reduction  volume. 

Another  proposal  that  was  not  discussed  in  the  administration's 
"A  Vision  of  Change  for  America,"  which  described  the  budgetary 
proposals,  concerns  the  calculation  of  the  premium  charges  for  the 
Federal  Employees  Health  Benefits  Program.  As  we  have  heard, 
the  current  law  governing  how  this  is  to  be  calculated  by  0PM  ex- 
pires at  the  end  of  this  calendar  year.  From  our  point  of  view,  for 
1994  and  beyond,  current  law  does  not  provide  clear  guidance  to 
0PM  on  how  to  calculate  the  shares  to  be  paid  by  the  Government 
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and  by  Federal  employees  and  annuitants.  The  Office  of  Personnel 
Management  [0MB]  took  one  judgment  in  putting  together  its 
baseline.  For  the  past  few  years,  0MB  has  assumed  that  0PM 
would  just  go  back  to  a  "Big-5"  rather  than  a  "Big-6,"  including  the 
phantom  AETNA  plan. 

The  effect  of  this  is  really  quite  major.  As  we  heard  Mr.  Acker- 
man  pointing  out,  this  is  a  cost  on  the  order  of  $700  million — ^that 
is  a  rough  order  of  magnitude  for  fiscal  year  1994  alone.  Over  the 
5-year  period,  that  cost  would  accumulate  and  would  amount  to,  by 
some  rough  calculations  that  we  have  made,  about  $5  billion.  It  has 
the  effect  of  reducing  the  Government's  share  of  the  FEHB  pre- 
miums from  roughly  73  percent  down  to  67  percent  and  cor- 
respondingly increasing  the  share  of  the  enroUees  from  about  27 
percent  to  about  33  percent.  This  works  out  to  about  a  20-percent 
increase  in  the  enroUees'  premiums. 

But  beyond  these  various  alternatives  affecting  pay  and  benefits, 
the  only  effective  way  to  reduce  personnel  costs  is  to  reduce  the 
size  of  the  Federal  work  force.  To  achieve  the  same  dollar  amount 
of  savings  proposed  by  the  President,  but  retain  the  pay  adjust- 
ments under  current  law,  would  require  a  sizeable  reduction  in  the 
civilian  work  force,  beyond  that  which  the  President  is  already 
planning. 

For  example,  some  rough  calculations:  we  estimate  that  the  size 
of  the  additional  reduction  would  amount  to  165,000  or  more  posi- 
tions, depending  exactly  on  how  these  reductions  are  achieved. 
Now,  to  achieve  reductions  of  this  size  clearly  means  going  beyond 
attrition.  It  raises  the  kinds  of  questions  that  the  General  Account- 
ing Office  addressed  in  its  transition  report  on  public  service,  such 
as  whether  additional  incentives  need  to  be  provided  to  induce  vol- 
untary separations.  It  might  also  be  desirable  to  give  Federal  agen- 
cies broader  authority  to  revise  personnel  management  practices 
regarding  the  layoff  process,  pay  classifications,  and  within-grade 
pay  raises,  to  name  a  few.  With  such  authority,  agencies  could 
change  the  mix  of  occupations,  reduce  the  number  of  supervisors, 
correct  any  overgrading  problems  that  may  exist,  and  relate  pay 
raises  more  to  employee  performance.  Many  of  the  suggestions  that 
you  heard  at  your  hearing  last  week,  it  seems  to  me,  are  going  in 
that  direction. 

It  may  well  be  that  "necessity  is  the  mother  of  invention"  applies 
here  if  we  are  serious — and  I  think  we  are  quite  serious — about  re- 
ducing the  Federal  deficit.  Inevitably,  agencies  will  have  to 
downsize  their  work  force  simply  because  the  personnel  budgets — 
the  amount  of  money  available  to  the  agencies  to  operate  pro- 
grams— is  going  to  be  very  sharply  constrained. 

The  good  news  is  that  personnel  cost  reductions  can  have  some 
added  benefits  besides  just  saving  money.  These  reductions  will  im- 
prove operations  and  bring  Federal  practices  more  in  line  with 
those  of  private  firms.  Nonetheless,  for  many  Federal  employees, 
the  President's  plan  will  represent  a  double  measure  of  sacrifice  on 
behalf  of  deficit  reduction. 

That  concludes  my  summary.  Madam  Chair. 

Ms.  Norton.  Thank  you  very  much,  Mr.  Blum. 

[The  prepared  statement  of  Mr.  Blum  follows:] 
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Prepared  Statement  of  James  L.  Blum,  Deputy  Director,  Congressional 

Budget  Office 

Madam  Chairwoman  and  Members  of  the  Committee,  I  appreciate  this  oppor- 
tunity to  discuss  the  issue  of  reducing  federal  personnel  costs.  My  testimony  today 
will  review:  President  Clinton's  major  proposals  to  cut  federal  civihan  employment 
and  compensation,  and  those  proposals  compared  with  others  in  terms  of  their  po- 
tential for  deficit  reduction  and  impact  on  employees. 

Not  all  the  details  of  the  various  proposals  in  the  President's  plan  have  been 
worked  out,  and  my  testimony  today  will  reflect  our  current  understanding  of  the 
Administration's  efforts. 

The  budget  amounts  presented  are  reestimates  of  the  Office  of  Management  and 
Budget's  (OMB's)  numbers;  unless  otherwise,  noted,  the  differences  between  our 
numbers  and  theirs  are  minor. 

reviewing  the  president's  proposals  to  cut  federal  employment  and 

compensation 

If  we  are  to  increase  the  nation's  savings  and  promote  long-term  growth  in  the 
economy,  reducing  the  deficit  becomes  an  important  national  objective.  The  costs  of 
federal  personnel  represent  one  target  of  opportunity  for  deficit  reduction.  Although 
federal  personnel  costs  constitute  a  much  smaller  share  of  total  costs  than  at  the 
state  and  local  levels  of  government,  they  stiU  represent  a  substantial  amount.  In 
1972,  pay  for  the  government's  civilian,  nonpostal  employees  totaled  about  $80  bil- 
Uon,  or  6  percent  of  federal  outlays  for  the  year.  Benefits  would  add  roughly  another 
$20  billion  to  this  total. 

There  are  two  basic  approaches  to  reducing  federal  personnel  costs — cutting  fed- 
eral pay  and  benefits,  and  cutting  federal  employment.  President  Clinton's  plan  cov- 
ers a  number  of  proposals  that  address  both  strategies.  These  proposals  show  sav- 
ings over  the  five  years  ranging  fixim  about  $80  million  to  $25  billion  (see  Table  1). 

THE  president's  PLAN  TO  CUT  FEDERAL  EMPLOYMENT  AND  FEDERAL  PAY 

By  far,  the  bulk  of  the  savings  fi-om  the  Administration's  efforts  to  reduce  federal 
personnel  costs  stem  fi-om  two  intiatives:  Cutting  federal  employment,  and  limiting 
pay  raises  for  federal  employees. 

TABLE  1.— OUTLAY  SAVINGS  FROM  PRESIDENT  CLINTON'S  PROPOSALS  TO  CUT  FEDERAL 

PERSONNEL  COSTS 

[In  billions  of  dollars] 

Annual  savings  Cumulative  5- 


1994  1995         1996         1997  1998        year  savings 


Cut  employment  1.39  3.04  4.04  4.20  4.32  16.99 

Defense 66  1.57  2.16  2.25  2.31  8.95 

Nondefense 73  1.47  1.88  1.95  2.01  8.04 

Freeze  pay  and  delay  locality  raises 2.53  4.10  5.16  6.35  7.26  25.39 

Defense 1.05  1.98  2.67  3.37  3.99  13.07 

Nondefense 1.47  2.12  2.48  2.98  3.27  12.32 

Stop  lump-sum  payments 2.12  3.11  3.38  8.61 

Reduce  survivor  payments  .03  .06  .09  .13  .16  .47 

Reduce  child  survivor  payments .01  .01  .02  .02  .03  .08 

Modify  FEHBP  reimbursements  for  some  retirees  01  .02  .02  .02  .02  .09 

Notes:  Numbers  may  not  add  to  totals  because  of  rounding.  FEHBP=Federal  Employees  Health  Benefits  Program. 
Source:  Congressional  Budget  Office. 

According  to  the  estimates  of  the  Congressional  Budget  Office  (CBO),  the  reduc- 
tions in  employment  would  save  some  $17.0  billion  over  five  years,  while  limits  on 
pay  raises  would  save  $25.4  billion  over  the  same  period.  Together  these  two  meas- 
ures make  up  over  80  percent  of  the  savings  in  personnel  costs  under  the  Adminis- 
tration's plan. 

The  proposals  reflect  the  President's  desire  to  have  the  government  lead  the  way 
in  the  tjrpe  of  sacrifice  asked  of  others  by  the  budget  plan.  Indeed,  the  actions  he 
proposes  are  consistent  with  actions  taken  by  financially  troubled  firms  in  the  pri- 
vate sector. 

The  President's  Plan  to  Cut  Employment.  The  Executive  Branch  employs  about 
2.1  miUion  civihan  employees,  not  counting  the  U.S.  Postal  Service.  About  315,000 
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of  these,  or  15  percent,  work  in  the  Washington,  D.C.,  metropoUtan  area.  Data  from 
the  Administration's  document  A  Vision  of  Change  for  America  show  federal  em- 
ployment dropping  by  112,000,  or  5  percent,  over  the  three-year  period  from  1993 
through  1995  (see  Table  2). 

Based  on  the  Administration's  data,  employment  would  fall  by  about  22,000  in 
1993,  by  another  41,000  in  1994,  and  by  an  additional  49,000  in  1995.  Over  half 
the  reduction  would  come  from  the  Department  of  Defense — about  62,000,  or  a  cut 
of  7  percent.  Other  agencies,  according  to  the  Administration's  plan,  would  be  cut 
by  about  4  percent,  for  total  reductions  of  some  50,000.  Five  agencies  make  up  the 
bulk  of  the  nondefense  reductions — ^Agriculture,  Health  and  Human  Services,  Jus- 
tice, Treasury,  and  Veterans  Affairs.  CBO  estimates  that  President  CUnton's  pro- 
posal would  save  some  $17  billion  over  five  years.  For  nondefense  agencies,  savings 
total  $8  billion  over  the  same  period. 

TABLE  2.— PRESIDENT  CLINTON'S  CUTS  IN  FEDERAL  CIVILIAN  EMPLOYMENT  BY  AGENCY,  1993-95 


3-vear  re-      Percentage 
Base  em-         r^'„         reduction 
Ployn-ent"      ,ZTZ,      m  employ- 
ment 


from  base  < 


Agriculture 112.5  4.5  4 

Defense  927.2  52.0  7 

Health  and  Human  Services 130.0  5.2  4 

Justice  98.4  4.0  4 

Treasury 163.2  6.5  4 

Veterans  Affairs  230.4  9.2  4 

Other  473.8  20.8  4 

Total 2,135.5  112.2 5 

1  in  thousands. 

Source:  Congressional  Budget  Office  from  Office  of  Management  and  Budget  data. 

The  rationale  for  the  cut  in  emplojrment  is  to  improve  efficiency  by  streamUning 
operations.  President  Clinton's  executive  order  states  that  positions  shall  be  vacated 
through  attrition  and  early  retirement  programs.  Last  year,  some  72,000  federal  em- 
ployees quit  or  retired.  At  such  a  rate  of  turnover,  the  employment  cuts  in  the  Presi- 
dent's plan  appear  to  be  attainable  by  simply  not  replacing  some  of  the  employees 
who  quit  or  retire.  In  reality,  however,  the  pattern  of  worker  exits  rarely  matches 
continuing  employment  needs  by  region,  agency,  and  job  category.  Thus,  the  need 
for  layoffs  may  still  arise. 

The  probable  eflfectF  ^n  government  operations  are  harder  to  pin  down.  Much  de- 
pends on  how  the  cuts  in  employment  are  made.  To  the  extent  that  cuts  target  gov- 
ernment waste,  genuine  efficiencies  may  ensue.  To  the  extent  that  already  lean  op- 
erations or  operations  with  growing  work  loads  are  affected,  the  President's  efforts 
may  simply  result  in  unfinished  work,  declining  quality  of  services,  backlogs,  or 
delays.  Although  across-the-board  cuts  are  often  politically  attractive,  they  increase 
the  chance  of  such  deleterious  effects. 

The  President's  Plan  to  Cut  Federal  Employee's  Pay.  Payroll  for  civilian  Executive 
Branch  employees  excluding  the  U.S.  Postal  Service  totaled  about  $77  billion  in 
1992.  The  salary  for  an  average  federal  worker  is  about  $34,500.  That  average  is 
high  compared  with  the  average  in  the  private  sector  because  low-wage  occupations 
such  as  laborer  and  sales  clerk  are  underrepresented  in  the  federal  work  force. 

Under  the  Federal  Employees  Pay  Comparability  Act  of  1990,  federal  white-collar 
workers  may  receive  two  pay  adjustments  each  year  beginning  in  1994.  The  first 
intends  to  keep  federal  salaries  abreast  of  changes  in  private-sector  rates,  as  meas- 
ured by  the  emplojrment  cost  index,  or  ECI. 

Under  the  President's  plan,  federal  employees  would  receive  no  ECI-based  adjust- 
ment in  1994,  and  an  adjustment  equal  to  the  change  in  ECI  less  1.5  percentage 
points  in  each  of  the  three  years  thereafter.  The  capped  raises  wovild  be  1  percent- 
age point  per  year  below  those  provided  for  under  the  pay  reform  act. 

The  other  adjustment  in  federal  employee's  pay  under  the  current  law's  pay  re- 
form provisions  is  intended  to  close,  over  nine  years,  any  gaps  that  already  exist 
between  federal  and  private-sector  rates.  The  adjustment  woiild  vary  from  area  to 
area  based  on  how  federal  rates  compare  locally  with  private-sector  rates.  Under  the 
President's  plan,  the  first  such  adjustment  would  be  pushed  back  to  1995  from  1994. 

CBO  estimates  that  the  President's  pay  proposals  would  save  some  $25.4  billion 
over  five  years.  The  amount  covers  savings  for  both  defense  and  nondefense  civilian 
employees.  The  estimate  has  been  adjusted  for  about  $2  biUion  to  offset  lost  em- 
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ployee  retirement  contributions  that  0MB  neglected  to  include  in  its  budget  projec- 
tions. The  four-year  savings  for  nondefense  civilians  comes  to  $9.0  billion,  close  to 
the  amount  reported  in  the  President's  budget  document. 

The  proposed  pay  limits  reflect  the  President's  intentions  that  the  government 
make  the  first  contribution  to  the  major  budget  cuts  he  is  calling  for.  Delaying  the 
start  of  pay  adjustments  by  locality  would  also  permit  time  to  ensure  that  the  mech- 
anisms for  these  adjustments  are  in  place  and  that  survey  data  are  in  order.  0MB 
has  assumed  locality  raises  amounting  to  1  percent  of  pa3ToU  in  1995  and  0.5  per- 
cent thereafter. 

In  the  past,  limits  on  pay  would  have  raised  major  concerns  about  the  ability  of 
the  federal  government  to  recruit  and  retain  workers.  But  such  concerns  appear  less 
urgent  with  personnel  reductions  already  under  way  at  the  Department  of  Defense 
and  the  continued  poor  job  market.  As  the  economy  recovers,  however,  a  revival  of 
the  practice  of  chipping  away  at  what  by  some  measures  are  already  uncompetitive 
pay  rates  would  in  all  UkeUhood  hurt  efforts  to  recruit  and  keep  good  workers. 

The  Umitations  of  the  employment  cost  index  would  affect  employees  across  the 
board  and  wovdd  mean  that  over  five  years  federal  salaries  would  be  some  5  percent 
lower  than  they  would  have  been  without  the  caps.  Under  the  plan,  federal  employ- 
ees would  give  up  a  2.2  percent  EC!  raise  in  1994  (See  Table  3).  Over  the  three 
years  thereafter,  rsdses  under  the  Chnton  plan  woxild  average  1.8  percent,  compared 
with  2.8  percent  under  current  law. 

"The  specific  effects  on  employees  of  delaying  raises  by  locality  is  hard  to  pin  down 
without  information  on  the  raises  by  locality  that  would  otherwise  have  been  grant- 
ed. However,  if  the  last  estimate  of  the  average  shortfall  continues  to  hold  up  as 
new  data  come  in,  a  one-year  lag  in  adjustments  could  add  another  4.8  percentage 
points  to  the  wage  increases  sacrificed  in  1994  by  workers. 

THE  PRESroENT'S  OTHER  MEASURES  TO  REDUCE  FEDERAL  PERSONNEL  COSTS 

Most  of  the  other  major  proposals  in  the  President's  plan  for  reducing  personnel 
costs  are  directed  at  the  federal  retirement  and  health  insurance  programs.  These 
are  estimated  to  produce  savings  of  about  $9  biUion  over  the  1994  through  1998  pe- 
riod. 

The  government's  two  retirement  plans  provide  coverage  for  the  3  milUon  federal 
civilian  employees,  including  postal  workers.  About  half  participate  in  the  Federal 
Employees'  Retirement  System  (FERS),  which  covers  civiUan  employees  hired  since 
January  1984  and  others  who  elected  to  join.  The  Civil  Service  Retirement  System 
(CSRS)  covers  most  of  the  remaining  workers. 

TABLE  3.— PAY  RAISES  AND  SAVINGS  UNDER  THE  CLINTON  PAY  CUT  PROPOSALS 

[In  billions  of  dollars] 

Cumulative 
1994  1995  1996  1997  1998         5-year  sav- 

ings 

Comparison  of  ECl  Pay  Raises 

Percentage  raises  under  current  law 2.2  3.0  2.7  2.6  2.3  NA 

Percentage  raises  under  Clinton  plan  0  2.0  1.7  1.6  2.3  NA 

Distribution  of  Savings  from  Civilian  Pay  Limits 

Freezing  and  capping  ECl  raises 2.5             4.6             6.0  7.6             8.9  29.7 

Cost  of  locality  0          -0.5          -0.9  -1.3          -1.7  -4.3 

Net  savings  2.5             4.1             5.1  6.4             7.3  25.4 

'The  baseline  used  to  estimate  savings  is  based  on  ttie  formula  mandated  by  tfie  Budget  Enforcement  Act  (BEA).  It  does  not  include  any 
allowance  for  pay  adjustments  by  locality.  Therefore,  the  President's  proposal  to  implement  locality  pay  a  year  later  than  current  law  requires 
reduces  savings  relative  to  the  BEA  baseline. 

Notes:  ECI=employment  cost  index;  NA=not  applicable.  Numbers  may  not  add  to  totals  because  of  rounding. 

Source:  Congressional  Budget  Office. 

The  Federal  Employees  Health  Benefits  Program  (FEHBP)  currently  provides 
health  insurance  to  some  4.4  million  federal  employees,  retirees,  and  their  survivors. 

By  far  the  largest  savings  derive  from  a  proposal  to  discontinue  limip-sum  retire- 
ment payments.  Federal  employees  may  elect  on  retirement  to  receive  a  lump-sum 
payment  for  part  of  their  benefits  in  exchange  for  a  reduced  annuity.  The  Omnibus 
Budget  Reconcihation  Act  of  1990  suspended  the  lump-sum  option  tiirough  1995  for 
all  employees  except  those  who  are  critically  ill,  laid  off,  or  called  to  active  military 
duty.  The  President's  plan  would  eliminate  all  lump-simi  payments  beginning  in  Oc- 
tober of  1995. 


207 

CBO  estimates  the  savings  from  this  proposal  at  $8.6  biUion  over  five  years. 
These  near-term  cash  estimates  overstate  the  government's  long-term  savings.  The 
option  does  not  significantly  change  the  government's  overall  retirement  costs;  it 
merely  shifts  costs  from  the  present  to  the  future.  For  this  reason  CBO  did  not  in- 
clude this  proposal  in  its  volume  of  deficit  reduction  options. 

The  President's  other  proposals  affecting  the  federal  retirement  and  health  insur- 
ance programs  would: 

Reduce  the  government's  retirement  payments  to  survivors  of  annuitants.  About 
40,000  new  survivors  of  annuitants  are  added  to  federal  retirement  rolls  each  year. 
These  new  annuitants  would  experience  an  estimated  10  percent  cut  in  benefits. 
Savings  would  accumulate  to  $470  million  over  five  years. 

Limit  the  benefits  to  child  survivors  of  federal  annuitants  to  those  19  years  or 
younger,  if  in  school,  rather  than  those  under  22  yeeirs.  Under  the  plan,  some  7,500 
young  people  who  would  otherwise  receive  benefits  would  be  denied  assistance.  The 
proposal  would  make  practice  in  federal  employee  retirement  programs  conform 
with  practices  under  Social  Security  and  wovdd  not  affect  those  already  receiving 
payments.  CBO  estimates  the  savings  from  this  proposal  at  $75  million  over  five 
years. 

Apply  Medicare  Part  B  limits  on  physician  charges  to  the  209,000  retirees  covered 
by  tne  FEHBP  but  not  covered  by  Medicare.  This  change  would  mean  participating 
physicians  would  have  to  accept  the  Medicare  payment  as  payment  in  full.  EnroUees 
treated  by  participating  physicians  would  pay  less  since  there  would  be  no  balance- 
billing.  Most  physicians  would  get  less.  The  proposal  would  reduce  the  government's 
premium  costs  by  an  estimated  $91  million  over  five  years. 

In  addition  to  these  other  legislative  proposals,  the  Committee  should  be  aware 
of  possible  administrative  action  by  the  Administration  that  could  significantly  in- 
crease federal  employees'  cost  for  health  insurance. 

As  you  know,  the  government  calculates  its  share  of  premiums  under  FEHBP 
based  on  costs  for  the  largest  six  insurance  plans.  Since  Aetna,  a  high-cost  provider, 
withdrew  from  participation  in  1989,  the  government  has  used  cost  for  a  stand-in 
or  "phantom"  Aetna  plan.  The  Congress  approved  this  approach  on  two  occasions. 

In  its  baseline  budget  projections,  0MB  has  assumed  that  the  government  would 
calculate  premiums  based  on  the  cost  for  the  five  largest  plans — dropping  the  phan- 
tom Aetna  plan.  The  new  practice  is  assumed  to  commence  in  calendar  year  1994 
at  the  time  the  law  governing  the  high-six  approach  expires. 

Since  the  phantom  Aetna  premium  is  high,  compared  with  the  other  five  plans, 
removing  it  lowers  the  government's  costs  and  raises  costs  to  enrollees.  The  effect 
is  to  reduce  the  government's  share  of  FEHBP  premiums  from  73  percent  to  67  per- 
cent and  to  increase  the  average  share  of  enrollees  fi-om  27  percent  to  33  percent. 
The  total  annual  amount  transferred  is  about  $700  million — representing  a  20  per- 
cent increase  in  enrollee  premiums. 

EXAMINING  OTHER  OPTIONS  FOR  REDUCING  FEDERAL  PERSONNEL  COSTS 

In  addition  to  the  President's  proposals,  CBO  has  looked  at  several  other  ap- 
proaches to  reducing  federal  personnel  costs.  Like  the  President's  proposals,  those 
considered  by  CBO  cover  a  range  of  provisions  that  could  affiect  both  salaries  and 
benefits.  The  first  option  takes  the  President's  savings  as  a  given  standard,  but 
modifies  the  details  of  their  implementation.  The  remaining  options  are  presented 
(along  with  a  discussion  of  some  of  the  advantages  and  disadvantages)  in  CBO's  re- 
cent report,  Reducing  the  Deficit:  Spending  and  Revenue  Options  (February  1993). 
Five-year  savings  under  these  options  range  fi-om  $1  billion  to  $18  billion  (see  Table 
4). 

OPTIONS  FOR  REDUCING  PAY  AND  EMPLOYMENT 

Should  the  Congress  wish  to  preserve  pay  reform  and  avoid  limits  on  pay  raises, 
it  could  attain  the  budget  gains  in  other  ways.  To  achieve  the  $25  billion  from  the 
President's  pay  proposes,  a  minimum  of  165,000  additional  federal  jobs  would  have 
to  be  cut  over  three  years.  Alternatively,  the  Congress  could  choose  simply  to  cut 
agency  appropriations  for  salaries  and  expenses  by  the  amount  in  the  President's 
pay-restraint  plan,  but  let  agencies  decide  how  to  come  up  with  the  savings.  Agen- 
cies could  be  granted  broader  authority  to  revise  personnel  management  practices 
that  could  include  authority  to  streamline  the  layoff  process,  reform  classification, 
encovu-age  retirements,  and  tighten  raises  within  pay  grades.  With  such  authority, 
agencies  could,  for  example,  change  the  mix  of  occupations,  stretch  out  pay  increases 
within  grades,  reduce  the  number  of  supervisors,  and  correct  overgrading.  The  Gen- 
eral Accounting  Office's  transition  series  report  on  the  public  service  mentions  the 
need  for  more  flexible  personnel  management  systems. 
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TABLE  4.— OUTLAY  SAVINGS  FROM  ALTERNATIVE  APPROACHES  FOR  CUHING  FEDERAL 

PERSONNEL  COSTS 

Annual  savings  (billions  of  dollars)  Cumulative 

5-year  sav- 

1994  1995  1996  1997  1998  ings 

Cut  pay  by  2  percent 3.00  3.50  3.68  3.92  4.39  18,49 

Defense 1.24  1,83  2.13  2.42  2.80  10.42 

Nondefense  1.76  1.67  1.55  1.50  1.59  8.07 

Defer  COLA'S .08  .15  .20  .24  .26  .92 

Limit  COLA'S .13  .31  .50  .70  .90  2.55 

Restrict  matching  contributions  .37  .44  .50  .57  .64  2.50 

Increase  retirement  contributions  .40  .90  1.00  1.00  1.00  4.20 

Modify  FEHBP  reimbursements  1.05  1.70  1.85  2.20  6.70 

Notes:  Numbers  may  not  add  to  totals  because  of  rounding.  COLA=cost-of-living  adjustment;  FEHBP=Federal  Employees  Health  Benefits  Pro- 
gram. 
Source:  Congressional  Budget  Oftice. 

Such  an  approach  allows  agencies  to  tailor  plans  to  the  particular  work  load  and 
personnel  management  conditions  they  face.  In  so  doing,  and  with  careful  Executive 
and  Congressional  oversight,  the  approach  might  more  often  ensure  that  waste  is 
targeted  for  elimination  and  so  lower  the  chance  of  decreases  in  the  quality  of  fed- 
eral services.  By  maintaining  basic  pay  rates,  moreover,  the  option  should  not  hiirt 
recruitment  efforts. 

This  option  also  offers  the  advantage  that  it  represents  less  of  a  departure  from 
the  pay  system  the  Congress  recently  adopted  under  the  pay  reform  act. 

It  was  the  practice  of  regularly  capping  annual  pay  adjustments  that  led  to  the 
need  for  pay  reform  in  the  first  place.  A  revival  of  that  practice  would  undercut  that 
long-deliberated  reform.  This  flexible  approach  could,  however,  complicate  inter- 
agency job  moves  because  personnel  practices  might  vary  from  agency  to  agency  and 
the  increase  managerial  discretion  raises  the  chance  for  abuse. 

Such  a  plan  is  brought  to  the  Committee's  attention  to  be  responsive  to  the  fre- 
quent complaint  that  federal  managers  are  hamstrung  by  constraints  on  their  power 
to  manage  personnel  changes.  CBO  has  not  studied  whether  savings  of  the  mag- 
nitude proposed  by  President  Clinton  could,  in  fact,  be  attained  in  just  a  few  years 
by  more  flexible  managerial  powers. 

Cut  Pay  2  Percent.  The  Committee  has  expressed  interest  in  a  CBO  alternative 
for  cutting  federal  pay.  Instead  of  eliminating  ECI  increases  for  a  year  and  then 
capping  them  over  the  next  several  years,  as  President  Clinton  proposes,  the  gov- 
ernment could  simply  choose  to  cut  federal  salaries  by  2  percent  at  the  beginning 
of  the  next  fiscal  year.  If  this  plan  were  coupled  with  a  delay  in  the  start  of  pay 
adjustments  by  locality,  as  in  the  President's  plan,  savings  over  five  years  would  ac- 
cumulate to  $18.5  billion.  Savings  for  nondefense  employees  would  total  $8.0  billion 
over  the  same  period.  (If  there  were  no  delay  in  locality,  savings  would  total  $16.4 
billion  over  five  years.) 

Like  the  President's  plan,  this  alternative  woald  hit  all  employees  and  could  affect 
recruitment  and  retention  of  federal  workers.  The  2  percent  reduction  in  federal 
rates  under  this  option  compares  with  the  5  percent  cut  under  the  President's  plan, 
and  thus  offers  less  budgetary  savings. 

Finally,  the  option  has  the  advantage  of  being  less  of  a  departure  from  pay  re- 
form, since  it  is  a  one-time  cut  in  basic  pay  as  opposed  to  a  revival  of  the  practice 
of  repeatedly  Umiting  pay  raises. 

OPTIONS  FOR  REDUCING  RETIREMENT  AND  HEALTH  INSURANCE  COSTS 

As  an  alternative  to  some  or  all  of  the  proposals  in  the  President's  plan  concern- 
ing retirement  and  healtJi  insurance,  the  Congress  could  choose  from  the  options 
presented  in  CBO's  deficit  reduction  volvune. 

Defer  Cost-of-Living  Adjustments.  The  Civil  Service  Retirement  System  provides 
full  cost-of-living  protection  to  employees  who  retire  before  reaching  age  62.  Cur- 
rently, some  230,000  retirees  under  age  62  receive  such  protection.  Deferring  cost- 
of-living  adjustments  until  age  62  for  all  nondisabled  employees  who  retire  before 
that  age  would  yield  five-year  savings  of  $920  million.  This  option  allows  a  catch- 
up adjustment  at  age  62  for  partial  inflation  protection  since  the  date  of  retirement. 
(If  cost-of-living  ac^ustments  for  retirees  under  the  Military  Retirement  System 
were  also  deferred,  savings  would  rise  by  $5.6  billion  over  five  years.) 

Such  action  would  align  the  CSRS  program  more  closely  to  practice  in  both  the 
private  sector  and  in  FERS.  But  changing  the  rules  could  prove  a  special  hardship 
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for  employees  who  need  to  retire  before  age  62  for  family  or  other  reasons.  (As  an 
alternative  to  eliminating  COLAs,  those  who  retire  before  they  are  62  could  be 
granted  COLAs  equal  to  one-half  of  the  inflation  rate  with  no  catch-up  provision. 
This  option  would  parallel  changes  mandated  in  1982  and  subsequently  repealed, 
and  would  result  in  savings  of  $3.6  billion  over  five  years.) 

Limit  Some  Cost-of-Living  Adjustments.  Limiting  COLAs  granted  under  CSRS  to 
one-half  a  percentage  point  below  the  rate  of  inflation  would  raise  savings  over  five 
years  to  a  total  of  $2.6  billion.  (Savings  would  rise  to  $6.3  billion  if  similar  limits 
were  applied  to  the  MiUtary  Retirement  System.) 

This  change  would  make  practice  under  CSRS  conform  with  that  under  FERS.  It 
would  also  bring  federal  practice  more  closely  in  line  with  practice  in  the  private 
sector.  The  option,  however,  applies  the  same  proportionate  restraint  on  low-income 
retirees  as  wealthy  ones.  Moreover,  it  suffers  from  the  criticism  that  it  changes  the 
terms  of  the  plan  federal  workers  thought  they  were  getting  when  they  opted  to  stay 
in  CSRS  rather  than  to  switch  to  FERS. 

Restrict  Matching  Contributions.  Under  FERS,  all  employees  receive  a  govern- 
ment contribution  of  1  percent  of  pay  to  their  thrift;  savings  plan.  The  government 
matches  any  voluntary  employee  deposits  dollar  for  dollar  for  the  first  3  percent  of 
pay  and  50  cents  for  the  next  2  percent;  the  total  maximum  government  contribu- 
tion, therefore,  is  5  percent.  If  the  Government  continued  the  automatic  1  percent 
contribution  but  limited  its  matching  contribution  to  a  uniform  50  percent  rate  and 
limited  the  pay  setaside  to  5  percent,  savings  over  five  years  would  total  $2.5  billion. 
The  reduction  of  the  dollar-for-doUar  match  for  the  first  dollars  of  savings  might; 
however,  discourage  participation  in  the  plan. 

Increase  Employee  Contributions.  Under  CSRS,  covered  employees  contribute  7 
percent  of  their  pay  toward  the  cost  of  their  futiu"e  retirement  benefits.  If  beginning 
in  1994  this  contribution  were  raised  in  two  steps  from  7  percent  to  9  percent,  re- 
ceipts to  the  government  would  increase  by  $4.2  billion  by  1998.  This  proposal  was 
made  by  President  Bush  in  his  1993  budget. 

An  argument  for  increasing  salary  withholdings  for  CSRS  is  that  the  plan  pro- 
vides generous  benefits  and  has  not  been  ftiUy  fiinded.  In  contrast  to  some  other 
retirement  options  considered  here,  this  one  would  hit  the  1.7  million  employees 
covered  by  the  system,  rather  than  those  already  retired.  Like  any  reduction  that 
effects  employees,  this  one  risks  hurting  morale  and  federal  efforts  to  retain  good 
workers. 

Modify  Reimbursements  Under  the  Federal  Employees  Health  Benefits  Program. 
This  option  proposes  that  for  fee-for-service  plans  under  the  FEHBP  not  reimburse 
providers  of  medical  services  in  excess  of  Medicare's  generally  lower  rates  for  hos- 
pitals and  physicians.  If  the  new  fee  schedules  were  phased  in  over  four  years,  be- 
ginning in  the  contrast  year  starting  January  1995,  the  proposal  would  lower  fed- 
eral outlays  by  an  estimated  $6.7  billion. 

Adopting  Medicare  fee  schedules  by  FEHBP  could  parallel  the  reforms  under- 
taken by  &e  Civilian  Health  and  Medical  Program  of  the  Uniformed  Services  in  fis- 
cal year  1988.  Still,  this  proposal  would  raise  some  of  the  same  concerns  about  jeop- 
ardizing the  quality  and  accessibility  of  health  care  that  arose  in  debates  over  that 
reform.  Any  reform  of  federal  health  insurance  may  be  premature  in  light  of  c-ffbrts 
to  overhaul  the  nation's  health  care  system. 

CONCLUSION 

If  we  are  to  achieve  any  significant  progress  in  reducing  the  ballooning  deficit,  we 
must  be  prepared  to  swallow  some  strong  medicine.  Reductions  in  federal  personnel 
costs,  though  unpleasant  for  employees  and  retirees  and  potentially  damaging  to  re- 
cruitment and  retention  efforts,  can  make  an  important  contribution  to  deficit  re- 
duction. Moreover,  if  carried  out  wisely,  such  measures  can  have  the  added  benefit 
of  improving  operations  and  bringing  federal  practices  more  in  line  with  those  of 
private  firms.  However,  complaints  by  federal  employees  that  they  are  being  singled 
out  for  a  double  measure  of  sacrifice  apparently  for  symbolic  reasons  are  valid  and 
raise  a  legitimate  issue  of  fairness. 


Response  to  Written  Questions  Submitted  by  Hon.  Eleanor  Holmes  Norton 

TO  James  L.  Blum 

Question  1.  In  Table  3  of  your  statement  labeled  "Pay  Raises  and  Savings  Under 
the  Clinton  Pay  Cut  Proposals,"  you  state  in  footnote  "a"  that  "the  baseline  used 
to  estimate  savings  is  based  on  the  formula  mandated  by  the  Budget  Enforcement 
Act  (BEA).  It  does  not  include  any  allowance  for  pay  adjustments  by  locality.  There- 
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fore,  the  President's  proposal  to  implement  locality  pay  a  year  later  than  cvirrent 
law  reqviires  reduced  savings  relative  to  the  BEA  baseline."  Could  you  explain  this? 
Answer.  The  starting  point  for  calculating  savings  is  the  baseline  established  by 
the  Budget  Enforcement  Act  of  1990  (BEA).  For  discretionary  appropriations,  the 
BEA  requires  that  employee  compensation  be  adjusted  each  year  by  the  projected 
annual  increase  in  the  Employment  Cost  Index  (a  measure  of  private-sector  wage 
growth).  These  adjustments  are  made  at  the  beginning  of  each  fiscal  year.  For  the 
1994-1998  baseline  projections,  CBO  used  the  following  pay  adjustments  (in  per- 
cent): 

1994 3.2 

1995 3.2 

1996 2.9 

1997 2.9 

1998 2.9 

The  BEA  baseline  specifications  do  not  incorporate  the  changes  made  in  law  for 
employee  compensation  by  the  Federal  Employees  Pay  ComparabiUty  Act  of  1990 
(FEPCA).  This  act  requires  that  each  year's  pay  adjustment  be  based  on  the  growth 
in  the  Employment  Cost  Index  (ECl)  with  a  two-year  lag,  and  be  effective  three 
months  after  the  start  of  each  fiscal  year.  Furthermore,  beginning  with  fiscal  year 
1994,  the  ECI  adjustment  is  reduced  by  one-half  of  one  percent  each  year.  Thus, 
under  current  law,  the  FEPCA  adjustments  would  be  as  follows  (in  percent): 

1994 2.2 

1995 3.0 

1996 2.7 

1997 2.6 

1998 2.3 

In  each  year,  the  ECI  pay  adjustments  under  current  law  are  lower  than  pay  ad- 
justments specified  by  the  BEA  for  baseline  budget  projections. 

On  the  other  hand,  FEPCA  also  requires  that  locality  pay  adjustments  be  made 
each  year,  beginning  in  January  1994,  to  reduce  the  disparity  between  private-sec- 
tor and  federal  government  pay  to  about  5  percent.  These  locality  pay  adjustments 
are  not  included  in  the  BEA  specifications  for  developing  a  budget  baseline.  For  pur- 
poses of  calculating  the  cost  of  locality  pay  adjustments,  CBO  assumes  that  there 
is  a  20-percent  gap  between  private-sector  and  federal  pay  rates.  FEPCA  stipulates 
that  20  percent  of  the  pay  gap  be  closed  in  1994,  and  10  percent  of  the  gap  be  closed 
in  each  of  the  next  8  years.  Under  CBO's  assumption  about  the  size  of  the  pay  gap, 
the  following  locality  pay  adjustments  would  be  required  during  1994-1998  (in  per- 
cent): 

1994 2.9 

1995 J-6 

1996 ]■]. 

1997 \l 

1998 1-8 

Thus,  under  current  law,  the  combined  effect  of  the  ECI-based  pay  adjustments 
and  the  locality  pay  adjustments  under  CBO  assumptions  is  greater  than  the  ad- 
justments specified  by  the  BEA  for  baseline  budget  projections.  While  the  ECI-based 
pay  adjustments  under  current  law  are  lower  than  the  BEA  baseline  specifications, 
the  savings  are  offset  by  the  cost  of  the  locality  adjustments  which  are  not  included 
in  the  BEA  baseline.  i  •    ■     i. 

In  his  February  economic  and  budget  plan,  the  President  proposed  to  eliminate 
the  ECI-based  adjustment  for  1994,  scale  back  the  ECI  pay  adjustment  by  one  per- 
centage point  for  the  next  three  years,  and  defer  the  locaUty  pay  adjustments  for 
a  year.  Furthermore,  0MB  assumed  that  the  locality  pay  adjustments  would  be 
lower  than  assumed  by  CBO.  Specifically,  0MB  assumed  that  locality  pay  adjust- 
ments for  1994-1998  would  be  as  follows  (in  percent): 

1994 0 

1995 10 

1996  0.5 


1997 
1998 


0.5 
0.5 


The  net  effect  of  the  President's  pay  proposals  for  civiUan  employees  would  be  to 
produce  net  savings  of  $25.4  billion  during  the  1994-1998  period,  measured  from 
the  BEA  baseline.  The  reduced  ECI  pay  adjustments  would  provide  savings  of  $29.7 
billion  over  the  5-year  period,  while  the  locahty  pay  adjustments  would  cost  $4.3 
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billion,  under  OMB's  assumptions.  Under  CBO's  assumption  of  the  size  of  the  pay 
gap,  the  cost  of  the  locality  pay  adjustments  would  be  $17.2  billion  for  the  1994- 
1998  period  with  no  delay  and  $10.5  billion  with  a  one-year  delay  as  proposed  by 
the  Administration. 

Question  2.  Do  CBO's  baseUne  calculations  of  FEHBP  presiune  retention  of  the 
Big  Six  formula  and  the  "proxy  premium",  or  does  CBO,  like  OMB,  presume  expira- 
tion of  the  proxy  premium  and  a  new  formula  which  bases  the  government's  con- 
tribution on  the  averages  of  only  the  five  largest  providers? 

Answer.  CBO's  baseline  calculations  of  FEHBP  for  1994  and  beyond  assume  the 
retention  of  the  Big  Six  formula  and  the  proxy  premium. 

Question  3.  If  all  federal  employees  above  GS-11  or  the  equivalent  were  denied 
the  1994  2.2  percent  ECI  adjustment,  how  much  wovdd  it  save? 

Answer.  The  net  effect  of  denying  1994  ECI  adjustments  to  federal  employees 
above  GS-11,  while  providing  for  locality  adjustments  at  the  rate  assumed  by  CBO, 
would  be  to  produce  a  cost  of  $10.1  billion  over  the  1994-1998  period,  measured 
against  the  BEA  baseUne.  The  5-year  savings  from  the  ECI  adjustment  amount  to 
$17.6  billion,  but  this  is  more  than  offset  by  the  cost  of  the  locality  adjustments, 
as  shown  in  the  table  below: 


[In  billions  of  dollars] 

1994 

1995 

1996 

1997 

1998 

Cumulative 
5-year 

ECI  adjustment  savings      

1.91 

1.79 

-0.12 

2.97 
3.66 
0.69 

3.53 
5.44 
1.91 

4.15 
7.34 
3.19 

5.01 
9.42 
4.41 

17.58 

Cost  of  locality           

27.65 

Net  cost 

10.07 

Outlay  Savings  From  Alternative  Proposals 
[In  billions  of  dollars] 

1.  Impose  a  five-day  furlough  in  1994-1998: 

1994                 1995                 1996                 1997                 1998  5-year 

ECI  adjustment  savings 3.00              4.08              4.68              5.34              6.23  23.31 

Cost  of  locality 1.65              2.72              3.33              3.90              4.57  16.16 

Net  savings  1.35               1.36               1.35               1.44               1.66  7.15 

2.  Freeze  payment  of  bonuses  in  1994: 

1994  0-65 

1995  0 

1996 0 

1997  0 

1998 2 

5-year  0.65 

3.  Cap  accumulated  leave  for  SES  members: 

1994 001 

1995 0.01 

1996 0.01 

1997 0.01 

1998 0.02 

5-year  0.45 

4.  Cut  pay  by  2  percent  at  the  start  of  fiscal  year  1994: 

1994                 1995                 1996                 1997                 1998  5-year 

ECI  adjustment  savings 3.00              4.08              4.68               5.34               6.23  23.31 

Cost  of  locality  1.65              2.72               3.33               3.90              4.57  16.16 

Net  savings  L35 1^6 L35 \M 166  7.15 

Note.— These  savings  are  measured  against  the  Budget  Enforcement  Act  baseline  and  therefore  differ  from  those  presented  in  CBO's  Feb- 
ruary 1993  study  "Reducing  the  Deficit:  Spending  and  Revenue  Options,"  which  measured  savings  against  the  current-law  baseline  and  did 
not  consider  locality  pay. 

5.  Limit  COLA's  to  one-half  a  percent  below  the  rate  of  inflation: 
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1994 0.22 

1995 0-53 

1996 0-87 

1997 1-22 

1998 1-59 

5-year  4.43 

6.  Limit  agency  matching  of  thrift  plan  contributions  to  50  percent: 

1994 0.37 

1995 0.44 

1996 0.50 

1997 0.57 

1998 Qo4 

5-year  2.52 

7.  Cap  reimbiirsements  under  FEHBP  at  the  rate  paid  under  Medicare: 

1994 ,    0 

1995 105 

1996 1-70 

1997 lo5 

1998 2.20 

5-year  6.70 

8.  The  effect  of  ehminating  Monday  holidays  in  1994  would  be  to  get  two  more 
days  of  work  from  employees.  Budgetary  savings  would  result  if  the  added  work  per- 
mitted agencies  to  reduce  employment  commensurately.  The  extra  work  days  trans- 
late to  an  employee  reduction  of  0.8  percent.  Savings  in  1994  from  such  an  employ- 
ment cut  would  total  $0.54  billion. 

9.  Additional  savings  raising  the  President's  employment  reduction  goal  to 
150,000: 

1994 4^7 

1995 103 

1996 1-37 

1997  1-42 

1998 1-47 

5-year  5.76 

10.  Some  savings  from  reducing  the  level  of  contracting  are  already  provided  for 
as  part  of  the  President's  initiative  to  reduce  the  administrative  costs  of  govern- 
ment. CBO  has  estimated  these  savings  at  $.51  billion  for  1994  and  $10.36  billion 
over  five  years. 

In  the  past,  the  government  has  also  reahzed  savings  from  management  reviews 
and  contracting  out  under  OMB's  Circular  A-76.  The  program  is  in  the  process  of 
complete  revision  as  part  of  the  President's  National  Performance  Review.  There  is 
no  clear  evidence  at  what  level,  if  any,  savings  would  be  available  from  whatever 
program  results  from  the  President's  review,  or  how  the  Committee  could  get  rec- 
onciliation credit  for  such  savings. 


Response  to  Written  Questions  Submitted  by  Hon.  Leslie  L.  Byrne  to  James 

L.  Blum 

Question  lA  Given  that  temporary  legislation  will  expire  at  the  end  of  1993  and 
that  if  no  action  is  taken  the  contribution  will  be  based  on  the  "Big  Five"  in  1994, 
would  defaulting  to  a  prior  law  reduce  government  payments  to  the  FEHBP  by  as 
much  as  $500  million  each  year? 

Answer.  In  its  baseline  projections  for  1994-1998,  CBO  did  not  assume  that  the 
expiration  of  the  temporary  legislation  will  cause  the  federal  government  to  change 
to  a  "Big  Five"  formula  for  calculating  its  contributions  to  FEHBP  premiums.  CBO 
beUeves  that  the  prior  law  does  not  provide  clear  guidance  for  the  formula  that 
should  be  used  when  the  current  law  expires.  Therefore,  CBO  assumes  that  the  cur- 
rent formula  remains  in  effect  after  the  expiration  of  the  current  law.  If  the  "Big 
Five"  formula  was  enacted  in  law  or  adopted  administratively,  CBO  estimates  that 
government  payments  to  FEHBP  would  be  reduced  by  about  $700  million  in  1994. 

Question  IB.  If  so,  would  you  say  that  it  was  the  intent  of  Congress  to  extend 
the  temporary  patch  and  therefore  an  extension  would  not  increase  outlays? 
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Answer.  An  extension  of  the  cvirrent  law  would  not  increase  outlays  relative  to 
the  CBO  baseline,  since  CBO  assumes  that  the  formula  specified  in  current  law  will 
continue  to  be  used  even  after  the  law  has  expired. 

Question  IC.  Do  you  believe,  as  0MB  did  dvuing  the  Bush  Administration,  we 
should  discount  for  that  savings  in  the  baseUne? 

Answer.  No.  In  the  absence  of  clear  statutory  guidance,  CBO  beUeves  the  appro- 
priate assumption  for  baseline  projections  is  the  current  formula  for  calculating  the 
government's  contribution  to  FEHBP. 

Ms.  Norton.  We  will  hear  next  from  Ms.  Kingsbury. 

Ms.  Kingsbury.  Thank  you,  Madam  Chair. 

I  am  pleased  to  be  here  this  morning  to  discuss  the  impact  of  the 
President's  proposals  on  Federal  employees.  In  the  interest  of  sav- 
ing a  little  bit  of  time,  I'm  going  to  take  a  short-cut  through  my 
already  fairly  short  statement,  since  many  of  the  things  that  we 
mention  in  my  written  statement  have  already  been  put  into  the 
record  this  morning.  We  can  go  directly  to  the  questions. 

But  as  we've  told,  the  President's  proposals  are  a  part  of  a 
sweeping  effort  to  promote  economic  growth  and  reduce  the  budget 
deficit.  Over  recent  years,  we  have  joined  many  other  voices  in  urg- 
ing Congress  and  the  administration  to  focus  on  the  importance  of 
reducing  the  budget  deficit.  Unquestionably,  this  is  one  of  the  most 
pressing  needs  that  face  the  Nation. 

Within  this  context,  of  course,  we're  also  concerned  about  the 
Government's  need  to  attract  and  retain  employees  of  the  highest 
caliber,  and  that's  probably  more  important  today  than  it  has  ever 
been.  Federal  employment  must  be  competitive  with  other  employ- 
ment choices  available  to  the  Nation's  citizens.  Federal  agencies 
must  have  quality  employees  to  meet  the  enormous  challenges  fac- 
ing Government  and  to  provide  the  level  of  service  the  taxpayers 
have  every  right  to  expect.  However,  our  past  work  has  clearly 
shown  that  Federal  employment  was  too  often  not  the  career  choice 
of  the  best  and  the  brightest,  and  the  agencies'  abilities  to  carry 
out  their  missions  have  suffered  accordingly. 

As  recently  as  a  couple  of  months  ago,  in  the  transition  report 
that  Mr.  Blum  referred  to,  we  pointed  out  the  importance  of  Fed- 
eral pay  reform  to  address  these  problems.  We  suggested  that  con- 
sideration should  be  given  to  reducing  the  Government  work  force 
to  preserve  the  funding  for  pay  reform.  At  this  point,  of  course,  the 
President  has  already  directed  a  reduction  of  100,000  positions, 
and  it's  not  clear  whether  further  reductions  are  possible  across  the 
board,  without  reductions  in  force. 

Over  the  past  few  years,  our  work  has  highlighted  the  effect  of 
the  pay  gap  on  agencies'  abilities  to  recruit  and  retain  quality  em- 
ployees. We've  issued  a  number  of  reports  and  they're  listed  at  the 
end  of  our  statement,  showing  how  uncompetitive  pay  impaired  the 
Government's  effectiveness  as  an  employer  and  how  these  difficul- 
ties, in  turn,  created  operational  problems.  The  problems  vary  from 
job-to-job  and  agency-to-agency,  but  they  turn  out  to  be  fairly  criti- 
cal in  very  important  areas  like  health  care  and  air  traffic  control 
and  things  of  that  sort. 

Other  assessments  of  the  situation  such  as  those  by  the  Volker 
Commission  and  the  National  Academy  for  Public  Administration 
have  reported  similar  findings.  So,  at  just  the  time  when  the  chal- 
lenges facing  the  public  servants  are  the  most  severe  in  recent 
memory,  there  continues  to  be  concern  that  the  Government  cannot 
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compete  effectively  in  hiring  the  best  graduates  of  our  colleges  and 
universities.  And  that  it  may,  as  you  pointed  out  earlier,  Madam 
Chair,  invest  considerable  resources  in  training  those  employees  it 
does  hire,  only  to  lose  them  to  higher  paid  positions  outside  the 
Government. 

The  Federal  Employees  Pay  Comparability  Act  of  1990  changed 
the  principle  governing  Federal  pay  from  comparability,  which 
could  never  have  been  honored  or  was  never  honored,  with  the  na- 
tional average  private  sector  pay  rates,  to  a  lesser  principle  of  mak- 
ing Federal  pay  competitive  with  both  private  sector  and  State  and 
local  government  pay  levels  on  a  locality-by-locality  basis.  It  did 
this  by  establishing  a  phased  process  to  make  Federal  pay  rates  at 
least  95  percent  of  prevailing  non-Federal  rates  in  each  locality 
where  Federal  employees  work  by  the  year  2002. 

Even  though  pay  reform  legislation  was  designed  to  take  over  a 
decade  to  achieve  this  objective,  it  represented  an  important  com- 
mitment to  moving  away  from  the  practices  of  the  past,  while  rec- 
ognizing that  serious  budget  constraints  were  also  a  reality.  Cur- 
rent and  prospective  Federal  employees  will  surely  see  this  com- 
mitment as  eroding  if  the  President's  proposals  are  enacted.  If  Con- 
gress accepts  the  proposals,  we  believe  it  is  important  that  it  also 
make  clear  that  pay  reform  is  essential  in  the  long  run  and  will 
be  accomplished  as  soon  as  possible. 

My  statement  also  goes  on  to  comment  briefly  on  the  proposals 
affecting  annuitants,  but  those  have  been  pretty  well  covered  this 
morning.  I'll  just  skip  that  and  go  directly  to  the  questions  at  this 
point. 

Ms.  Norton.  Thank  you  very  much,  Ms.  Kingsbury. 

[The  prepared  statement  of  Ms.  Kingsbury  follows:] 

Prepared  Statement  of  Nancy  Kingsbury,  Director,  Federal  Human 
Resource  Management  Issues,  General  Accounting  Office 

Madam  Chairwoman  and  Members  of  the  Subcommittee:  I  am  pleased  to  be  here 
today  to  discuss  the  impact  of  the  President's  economic  plan  on  federal  employees. 
The  plan  includes  several  proposals  to  change  federal  pay  and  benefit  programs,  in- 
cluding a  pay  freeze  for  1994  and  smaller  than  scheduled  pay  adjustments  for  1995 
through  1997;  deferred  implementation  of  locality  pay  adjustments  scheduled  to 
begin  next  January;  and  cuts  in  retirement  system  benefits,  particularly  for  survi- 
vors of  deceased  employees  and  retirees. 

The  President's  proposals  are  part  of  a  sweeping  effort  to  promote  economic 
growth  and  reduce  the  budget  deficit.  The  President  called  for  a  wide-ranging  series 
of  budget  cuts,  revenue  proposals,  and  re-emphasis  on  government  support  for  pro- 
grams that  are  essential  to  meet  critical  domestic  needs.  In  doing  this,  the  President 
has  recognized  that  these  proposals  require  sacrifices  from  most  segments  of  society. 
Over  recent  years,  we  have  joined  many  other  voices  in  urging  Congress  and  the 
administration  to  focus  on  the  importance  of  reducing  the  budget  deficit  and  realign- 
ing spending  and  taxing  priorities  to  meet  urgent  social  and  economic  needs.  Un- 
questionably, this  is  the  most  pressing  need  facing  the  nation. 

Within  this  context,  we  are  also  concerned  about  the  government's  need  to  attract 
and  retain  employees  of  the  highest  caliber.  Federal  employment  must  be  competi- 
tive with  other  employment  choices  available  to  the  nation's  citizens.  Federal  agen- 
cies must  have  quality  employees  to  meet  the  enormous  challenges  facing  govern- 
ment and  to  provide  the  level  of  service  the  taxpayers  have  every  right  to  expect. 
However,  our  past  work  has  clearly  shown  that  federal  employment  was  too  often 
not  the  career  choice  of  the  best  and  brightest,  and  the  agencies'  abiUties  to  carry 
out  their  missions  have  suffered  accordingly. 

As  recently  as  a  couple  of  months  ago,  in  our  transition  report  on  the  Pubhc  Serv- 
ice, we  pointed  to  the  importance  of  federal  pay  reform  to  address  these  problems. 
We  suggested  that  consideration  should  be  given  to  reducing  the  government 
workforce  to  preserve  fiinding  for  pay  reform.  At  this  point,  the  President  has  al- 
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ready  directed  a  reduction  of  100,000  positions.  It  is  not  clear  whether  further  re- 
ductions are  possible  without  reductions-in-force. 

The  President's  proposals  represent  a  reversal  of  the  positive  steps  taken  in  the 
past  few  years  to  address  the  federal  pay  problem.  Indeed,  in  the  short  term,  the 
proposals  will  exacerbate  the  situation.  The  painful  temporary  pay  limitations  the 
President  is  asking  federal  employees  to  accept  need  to  be  considered  in  the  context 
of  the  urgent  national  goals  the  President  is  trying  to  address.  While  federal  em- 
ployees have  already  sacrificed  considerable  amounts  in  past  attempts  to  deal  with 
budgetary  difficulties,  additional  sacrifices  may  be  necessary.  However,  we  believe 
the  critically  needed  reforms  to  the  federal  pay  system  should  be  readdressed  in  the 
very  near  future. 

The  remainder  of  my  statement  addresses  the  history  of  the  pay  issue  and  sum- 
marizes the  GAO  work  which  supports  the  importance  of  continuing  the  effort  to 
reform  federal  pay.  We  also  comment  briefly  on  the  other  proposals  affecting  federal 
retirees. 

IMPORTANCE  OF  FEDERAL  PAY  REFORM 

Since  1962,  federal  pay  setting  has,  as  a  matter  of  law,  been  based  on  the  prin- 
ciple that  federal  employees'  pay  should  be  "comparable"  to  average  rates  paid  in 
the  private  sector  for  similar  jobs.  However,  beginning  in  1978  and  continuing  every 
year  through  1990,  presidents  proposed — and  Congress  agreed — to  set  federal  pay 
rates  at  lesser  amounts  than  needed  to  maintain  average  pay  comparability  with 
the  private  sector.  Although  the  practice  of  reducing  the  comparability  adjustments 
was  intended  to  be  used  only  in  extraordinary  circumstances,  the  justification  used 
for  the  alternative  adjustments  in  all  these  years  was  that  the  country's  economic 
situation  would  not  allow  more  competitive  adjustments  to  be  granted.  As  a  result, 
the  gap  between  federal  and  private  sector  pay  grew  each  year  until  it  became  what 
some  have  termed  a  "pay  chasm,"  with  federal  rates  being  25  to  30  percent  lower 
than  average  private  sector  rates  for  jobs  like  those  found  in  the  government.  In 
some  localities  and  occupations,  the  pay  gaps  are  even  greater;  in  some  others,  the 
gaps  are  smaller.  It  has  been  estimated  that  the  cumulative  loss  to  federal  employ- 
ees caused  by  the  pay  limitations  imposed  since  1978  amounts  to  over  $100  billion. 

Over  the  past  few  years,  our  work  has  highlighted  the  effect  of  the  pay  gap  on 
agencies'  abUities  to  recruit  and  retain  quality  employees.  We  have  issued  a  number 
of  reports  (see  app.)  showing  how  uncompetitive  pay  impaired  the  government's  ef- 
fectiveness as  an  employer  and  how  these  diffioilties,  in  turn,  created  operational 
problems.  Other  assessments  of  the  situation,  including  studies  by  the  National 
Commission  on  the  Public  Service  (the  "Volcker  Commission")  the  National  Acad- 
emy of  Public  Administration,  and  others,  have  reported  similar  findings.  At  just  the 
time  when  the  challenges  facing  public  servants  are  the  most  severe  in  recent  mem- 
ory, there  continues  to  be  concern  that  the  government  cannot  compete  effectively, 
in  hiring  the  best  graduates  of  our  colleges  and  universities;  that  it  may  invest  con- 
siderable resources  in  training  those  employees  it  does  hire,  only  to  soon  lose  them 
to  higher  paid  positions  outside  the  government;  and  that  experienced  employees 
are  so  concerned  that  their  pay  rates  are  insufficient  for  their  needs  that  they  see 
low  pay  as  the  primary  reason  they  would  leave  federal  service.  While  requirements 
of  senior-level  employees  have  been  limited  in  recent  years  because  of  the  annuity 
increases  which  will  result  in  1994  fi-om  the  pay  adjustments  they  received  in 
1991 — ^because  annuities  are  based  on  the  highest  3  years  of  salary — the  expected 
exodus  in  ?.994  may  accelerate  under  the  pay  freeze. 

Beginning  in  the  late  1980s,  broad-based  recognition  that  the  federal  pay  situa- 
tion had  reached  crisis  proportions  led  Congress,  the  Administration,  and  employee 
groups  to  spend  considerable  effort  and  political  capital  in  reaching  consensus  on 
a  new  pay-setting  process  that  was  enacted  as  the  Federal  Employees  Pay  Com- 
parability Act  of  1990.  Although  the  act  included  a  lengthy  time  frame  for  restoring 
competitive  pay  rates,  the  legislation's  framers  agreed  it  was  a  fiscally  prudent  ap- 
proach that  promised  to  provide  for  a  future  federal  workforce  capable  of  meeting 
the  challenges  it  would  face.  The  act  changed  the  principle  governing  federal  pay 
from  "comparability"  with  national  average  private  sector  pay  rates  to  the  lesser 
principle  of  making  federal  pay  "competitive"  with  both  private  sector  and  state  and 
local  government  pay  levels  on  a  locedit^-by-locality  basis.  It  did  this  by  establishing 
a  phased  process  to  make  federal  pay  rates  at  least  95  percent  of  prevailing  non- 
federal rates  in  each  locality  where  federal  employees  work  by  the  year  2002. 

Even  though  the  pay  reform  legislation  was  designed  to  take  over  a  decade  to 
achieve  this  objective,  it  represented  an  important  commitment  to  moving  away 
from  the  practices  of  the  past  while  recognizing  that  serious  budget  constraints  were 
also  a  reality.  Current  and  prospective  federal  employees  will  surely  see  this  com- 
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mitment  as  eroding  if  the  President's  proposals  are  enacted.  If  Congress  accepts  the 
proposals,  we  believe  it  is  important  that  it  also  make  clear  that  pay  reform  is  es- 
sential in  the  long  term  and  will  be  accompUshed  as  soon  as  possible. 

OTHER  PROPOSALS 

The  President  made  three  proposals  to  change  retirement  provisions  for  federal 
civilian  employees.  He  called  for  an  end  to  the  lump-sum  payments  some  retirees 
are  eligible  to  receive,  eUmination  of  survivor  benefits  for  children  over  age  19  who 
are  stiU  in  school,  and  reductions  in  survivor  annuities  of  deceased  retirees. 

The  lump-sum  payment  option  is  now  in  suspension  until  October  1,  1995,  for  all 
retirees  except  those  who  are  involuntarily  separated  or  facing  life-threatening  ill- 
nesses. During  the  time  it  was  available  to  all  retirees,  it  proved  to  be  a  very  popu- 
lar option,  wiSi  the  great  majority  of  all  retirees  taking  it.  Over  the  long  run,  lump- 
sum payments  neither  cost  nor  save  the  government  any  money  since  annuities  are 
actuarially  reduced  to  reflect  the  fact  that  the  lump-sum  payments  were  made. 

The  issue  with  the  liunp-siun  option  is  really  one  of  timing — the  payments  clearly 
increase  retirement  system  outlays  in  the  short  term  in  return  for  lesser  outlays 
later.  The  greatest  argument  against  restoring  the  lump-sum  option  is  the  added 
outlays  it  would  create  in  the  next  few  years  when  concentrated  attention  is  being 
paid  to  deficit  reduction.  However,  selective  use  of  a  lump-sum  option  in  the  future 
could  prove  to  be  valuable  in  helping  agency  downsizing  efforts  in  that  it  might  be 
the  added  incentive  needed  to  encourage  retirement-eligible  employees  to  leave. 
Such  retirements  could  assist  in  avoiding  involuntary  reductions-in-force. 

The  proposal  to  terminate  all  nondisabled  children's  survivor  benefits  at  age  19 
instead  of  extending  the  benefits  to  age  22  for  children  who  are  ftill-time  students 
appears  to  have  merit.  The  student  survivor  benefit  was  added  to  federal  retirement 
systems  in  1962  to  be  consistent  with  a  similar  provision  in  the  Social  Security  sys- 
tem. 'The  Social  Security  provision  was  eUminated  in  1985,  and  continuing  with  the 
objective  of  being  consistent  with  Social  Security  in  this  area  would  mean  it  should 
be  eliminated  in  the  systems  for  federal  employees  as  well.  We  would  caution  that 
there  may  be  an  unintended  side  effect  of  this  change.  In  the  federal  health  insur- 
ance program,  unmarried  children  can  be  covered  under  a  parent's  health  plan  until 
they  are  age  22.  But  survivors  of  deceased  employees  or  retirees  must  be  receiving 
annuities  to  be  eUgible  for  health  insurance.  If  survivor  annuities  are  eliminated  for 
students  over  age  19,  it  appears  that  their  health  insurance  could  be  eUminated  as 
well. 

We  have  found  no  explanation  for  the  proposal  to  reduce  benefits  for  spouses  or 
other  survivors  of  deceased  retirees.  Enactment  of  the  proposal  would  result  in  con- 
siderable cuts  in  these  benefit  amounts,  even  though  the  annuity  reductions  retirees 
are  required  to  take  to  provide  the  benefits  would  not  change.  We  believe  that  fiir- 
ther  analysis  may  be  necessary  to  ensure  that  the  proposal's  savings  are  achieved 
in  a  way  which  maintains  an  appropriate  relationship  between  the  survivor's  bene- 
fits and  the  retiree's  reduced  annuity. 

In  summary,  we  believe  the  serious  need  to  confi*ont  the  country's  economic  and 
other  ills  is  an  urgent  priority  which  everyone — including  federal  employees — should 
support.  To  that  end,  federal  employees  may  have  to  make  additional  sacrifices  like 
the  temporary  pay  limitations  the  President  has  proposed.  But,  we  are  also  con- 
vinced that  federal  employees  face  enormous  challenges  in  the  years  ahead  and 
their  compensation  should  be  competitive  with  their  nonfederal  counterparts  if  an 
effective  workforce  is  to  be  maintained.  We  hope  serious  attention  can  be  paid  to 
this  important  issue  by  both  the  President  and  Congress  in  the  very  near  future. 
This  concludes  my  formal  statement.  I  would  be  pleased  to  respond  to  any  ques- 
tions you  might  have. 

GAO  Reports  Showing  the  Need  for  Pay  Reform 

Recruitment  and  Retention:  Inadequate  Federal  Pay  Cited  as  Primary  Problem  by 
Agency  Officials  (GAO/GGD-90-117,  May  1990). 

Federal  Pay:  Special  Rates  Effect  on  Recruitment  for  Selected  Clerical  Occupations 
(GAO/GGD-9(>-118,  Sept.  1990). 

Workforce  Issues:  Employment  Practices  in  Selected  Large  Private  Companies 
(GAO/GGD-91-47,  Mar.  1991). 

Federal  Pay:  Private  Sector  Salary  Differences  by  Locality  (GAO/GGD-91-63FS, 
Apr.  1991). 

Federal  Labor  Relations:  A  Program  in  Need  of  Reform  Tl  (GAO/GGD-91-101, 
July  1991).  ^  ^  ^      , 

Federal  Recruiting:  Comparison  of  Applicants  Who  Accepted  or  Declined  Federal 
Job  Offers  (GAO/GGD-92-61BR,  Mar.  1992). 
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Federal  Employment:  How  Federal  Employees  View  the  Government  As  a  Place  to 
Work  (GAO/GGD-92-91,  June  1992). 
The  Public  Service  (GAO/OCG-93-71TR,  Dec.  1992). 


Response  to  Written  Questions  Submitted  by  Hon.  Eleanor  Holmes  Norton 

TO  Nancy  Kingsbury 

Question.  If  federal  employees  had  been  given  raises  from  1978  through  1990  suf- 
ficient to  maintain  comparability  with  the  private  sector,  what  would  the  individual 
salary  table  by  grade  look  like  today?  What  would  be  the  current  annual  cost  of  the 
federal  payroll? 

Answer.  Table  1  shows  the  actual  General  Schedule  salary  rates  in  effect  as  of 
January  1993  and  what  those  salary  rates  would  be  if  full  comparabiUty  adjust- 
ments had  been  made  over  the  years.  To  determine  the  "comparability"  salaries,  we 
used  the  full  comparability  Generad  Schedule  presented  in  the  1990  Annual  Report 
of  the  President's  Pay  Agent  (the  iast  time  the  Agent  prepared  such  a  schedule)  and 
adjusted  it  for  the  1992  and  1993  increases  in  the  Employment  Cost  Index  of  4.2 
and  3.7  percent,  respectively. 

We  estimate  the  current  cost  of  the  federal  civilian  payroll  would  be  approxi- 
mately $17  biUion  greater  if  full  comparability  adjustments  had  been  granted  ($122 
billion  compared  to  $105  billion). 
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Response  to  Written  Questions  Submitted  by  Hon.  Leslie  L.  Byrne  to  Nancy 

Kingsbury 

Question  lA.  Under  the  Federal  Employees  Pay  Comparability  Act,  locality  pay 
was  to  be  implemented.  Both  GAO  and  0MB  have  suggested  there  would  be  signifi- 
cant savings  if  population  density  were  the  criterion  for  pay  differentials,  rather 
than  metropolitan  statistical  areas.  It  does  not  seem  logical  to  pay  the  same  for  posi- 
tions in  western  Connecticut  as  for  downtown  New  York  City.  Does  the  GAO  have 
estimates  on  the  savings  to  be  gained  by  using  population  density  rather  than  met- 
ropolitan statistical  area  status  as  the  criterion  for  locality  pay  differentials? 

Answer.  We  have  no  such  estimates.  In  fact,  we  are  unaware  of  any  position  GAO 
has  taken  calUng  for  population  density  to  be  used  as  the  basis  for  locaUty  pay  ad- 
justments. The  pay  reform  act  assigned  responsibility  for  pay  area  determinations 
to  the  Federal  Salary  Council.  We  have  not  evaluated  the  Council's  determinations. 
However,  it  seems  to  us  that  a  key  consideration  that  should  be  used  in  determining 
pay  areas  (and  making  the  many  other  decisions  that  must  be  reached  in  imple- 
menting pay  reform)  is  that  the  system  must  be  designed  in  a  manner  that  is  under- 
standable and  workable.  Accordingly,  locaUties  with  distinctly  different  labor  mar- 
kets probably  should  not  be  included  in  the  same  pay  area. 

While  we  have  not  examined  how  the  Council  is  determining  pay  area  boundaries, 
it  would  appear  that  applying  the  same  rates  area-wide  in  a  metropolitan  statistical 
area  could  also  have  a  dampening  effect  on  area  pay  rates  if  prevailing  nonfederal 
rates  in  part  of  the  area  are  lower  than  in  others.  For  example,  the  recent  consolida- 
tion of  the  Baltimore  and  Washington,  D.C  areas  along  with  outlying  communities 
into  one  metropolitan  statistical  area  could  mean  lower  pay  rates  for  federal  employ- 
ees in  the  Washington  area  than  if  Washington  and  its  immediate  suburbs  had  re- 
mained separate,  because  nonfederal  rates  are  generally  higher  in  the  Washington 
area. 

Question  IB.  Additionally,  what  savings  could  be  realized  by  purchasing  existing 
data  bases  rather  than  having  Bureau  of  Labor  Statistics  staff  conduct  the  annual 
surveys? 

Answer.  To  our  knowledge,  no  other  data  bases  sufficient  to  accomplish  the  objec- 
tives of  the  pay  reform  act  exist.  We  searched  for  such  data  in  preparing  our  April 
1991  report  on  federal/nonfederal  salary  comparisons  by  locality  {Federal  Pay:  Pri- 
vate Sector  Salary  Differences  by  Locality,  GAO/GGD-91-63FS)  and  found  existing 
locality  pay  data  to  be  far  more  Umited  than  the  pay  reform  act  requires.  Because 
of  the  lack  of  available  data,  particvilarly  for  professional  and  administrative  jobs, 
we  had  to  purchase  private  sector  pay  data  and  comparisons  with  federal  rates  from 
a  contractor — the  Hay  Group,  a  management  consulting  firm.  Hay  used  pay  rates 
drawn  largely  from  its  own  private  sector  clients  for  professional  and  administrative 
occupations  in  conjunction  with  pay  rates  available  from  the  Bureau  of  Labor  Statis- 
tics for  clerical  and  technical  occupations.  Using  this  data,  we  were  able  to  provide 
an  indication  of  how  federal  and  private  pay  rates  for  similar  jobs  compared  in  22 
metropolitan  statistical  areas. 

Even  though  this  analysis  yielded  comparisons  that  we  believed  were  reasonably 
accurate  and  were  not  publicly  available  before,  our  report  cautioned  strongly  that 
the  methodology  used  was  not  sufficient  for  the  purposes  of  pay  reform.  For  exam- 
ple, no  pay  data  were  available  for  7  of  the  22  "benchmark"  occupations  originally 
scheduled  for  analysis,  and  data  for  professional  and  administrative  positions  were 
not  aveiilable  for  5  or  the  27  metropolitan  statistical  areas  in  the  continental  United 
States  with  more  than  10,000  General  Schedule  or  equivalent  employees.  Another 
very  significant  limitation  was  that  the  pay  comparisons  presented  were  between 
the  federal  government  and  the  private  sector,  not  between  the  federal  and  non- 
federal sectors  as  the  pay  reform  act  requires.  Locality-specific  state  and  local  gov- 
ernment pay  data  were  not  available  from  any  source. 

Question  2.  With  cut-backs  among  federal  employees,  what  recommendations  does 
GAO  have  on  potential  savings  by  eliminating  the  use  of  experts  and  consultants? 

Answer.  Although  data  are  not  readily  available  on  the  total  cost  of  experts  and 
consultants,  we  are  aware  that,  in  fiscal  year  1992,  the  government  spent  about  $77 
billion  for  contractual  consulting  services,  including  special  studies  and  analyses 
and  professional,  administrative,  and  management  support.  We  have  not  made  a 
government-wide  evaluation  of  the  use  of  experts  and  consultants  or  service  contrac- 
tors from  the  standpoint  of  whether  their  services  were  needed,  but  we  have  found 
that  some  may  be  carrying  out  inherently  governmental  functions  that  should  be 
done  by  federal  employees.  In  a  July  1991  report  (Federal  Workforce:  Inappropriate 
Use  of  Experts  and  Consultants  at  Selected  Civilian  Agencies,  GAO/GGD-91-99),  we 
found  that  about  29  percent  of  the  appointments  were  inappropriate  because  they 
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were  to  positions  that  involved  Ml-time  or  continuous  duties  that  should  have  been 
the  responsibility  of  career  employees. 

In  March  1993,  0MB  requested  the  cabinet  secretaries  and  some  agency  heads 
to  review  their  contracts  to  ensure  that  they  are  cost  effective  and  justified.  The  re- 
sponses are  due  on  June  30,  1993.  We  would  caution,  however,  that,  just  because 
it  may  be  found  inappropriate  to  use  a  contractor  to  perform  a  function,  that  does 
not  necessarily  mean  the  function  is  not  needed.  It  could  well  be  that  reducing  the 
number  of  experts  and  consultants  would  simply  mean  that  more  federal  employees 
would  be  needed  to  carry  out  essential  functions. 

Question  3.  The  Administration  has  proposed  significant  cut-backs  in  federal  staff- 
ing levels.  A  variety  of  mechanisms  are  available  to  implement  cut-backs,  including 
attrition,  "early-outs,"  and  RIF  approaches.  All  of  these  have  been  attacked,  on  occa- 
sion, as  unfair  and/or  wasteful.  How  can  we  be  certain  the  process  will  be  as  fair 
and  efficient  as  possible  and  what  would  GAO  recommend  to  correct  this  situation? 

Answer.  If  significant  workforce  cutbacks  are  made,  it  is  difficult  to  see  how  they 
can  be  done  without  some  level  of  disruption  to  both  agencies  and  employees.  As 
a  minimum,  we  would  strongly  urge  that  any  workforce  cutbacks  be  based  on  care- 
fully thought-out  assessments  of  where  excess  staff  could  be  eUminated  without 
undue  harm  to  agency  operations.  We  have  not  attempted  to  identify  where  these 
situations  might  be. 

Question  4.  What  recommendations  can  GAO  make  to  ensure  that,  after  the  cut- 
backs, the  organizations  are  as  best  staffed  and  organized  as  possible  to  minimize 
negative  impact  on  the  public? 

Answer.  We  have  long  been  concerned  about  the  arbitrary  manner  in  which  deci- 
sions on  federal  staffing  levels  are  made.  Workforce  requirements  and  personnel 
management  decisions  should  be  based  on  appropriate  and  credible  workforce  plan- 
ning systems  and  procedvu-es.  Arbitrary  controls  such  as  employment  ceilings  and 
hiring  freezes  are  seldom  based  on  detailed  analyses  of  workload  and  workforce  re- 
quirements necessary  to  properly  carry  out  the  programs  entrusted  to  pubhc  serv- 
ants. Too  often,  decisions  on  federal  employment  levels  bear  no  relationship  to  the 
amount  of  work  expected  fi-om  the  workforce.  When  they  do  not  have  the  necessary 
numbers  and  kinds  of  employees  required  to  do  their  work,  agencies  often  resort  to 
other  alternatives.  Increased  use  of  overtime,  contracting  to  private  companies,  hir- 
ing inexperienced  temporary  employees,  and  assigning  higher  graded  employees  to 
do  lower  graded  work  are  the  kinds  of  measures  agencies  typically  take  in  attempts 
to  get  their  jobs  done.  Unfortunately,  a  very  common  consequence  of  inadequate 
staffing  levels  is  that  essential  functions  are  not  carried  out  at  all  or  done  very  poor- 
ly. 

The  bottom  line  on  the  issue  of  federal  staffing  levels  is  that  agencies  must  have 
the  right  kinds  and  numbers  of  employees  they  need  to  implement  the  programs  as- 
signed to  them.  If  employment  costs  are  considered  to  be  too  high  or  the  number 
of  employees  too  many,  then  serious  consideration  must  be  given  to  reducing  or 
eliminating  federal  programs.  However,  as  long  as  the  programs  remain  in  place, 
they  must  be  staffed  adequately  if  they  are  to  successfully  accomplish  their  goals. 
Thus,  we  believe  the  appropriate  time  to  determine  how  federal  organizations 
would  be  best  staffed  and  organized  is  before  any  cutbacks  are  made.  A  careful  as- 
sessment of  workload  requirements  and  existing  staffing  levels  will  identify  the  ex- 
tent, if  any,  to  which  staffing  levels  may  be  too  high  and  positions  can  be  elimi- 
nated. If  possible  cutbacks  resulting  from  such  a  reasoned  analysis  are  insufficient 
to  reach  the  desired  workforce  reduction  goal,  then  program  reductions  and  eUmi- 
nations  must  be  made  and  the  number  of  employees  working  on  those  programs  cut 
accordingly.  The  analyses  and  justifications  for  workforce  reduction  decisions  should 
be  documented  and  available  for  congressional  review. 

Question  5.  We  are  aware  that  GAO  has  raised  some  questions  about  excessive 
pay  for  law  enforcement  positions.  What  recommendations  does  GAO  have  to 
achieve  cost  savings  in  this  area? 

Answer.  Even  though  federal  law  enforcement  personnel  in  some  localities  re- 
ceived pay  adjustments  not  available  to  other  employees,  we  have  no  evidence  that 
law  enforcement  positions  are  overpaid.  To  our  knowledge,  our  office  has  not  sug- 
gested that  law  enforcement  salaries  are  too  high.  However,  we  have  raised  ques- 
tions in  the  past  about  the  justification  for  the  overtime  practices  and  preferential 
retirement  benefits  afforded  to  law  enforcement  personnel.  Most  law  enforcement 
personnel  in  the  government  are  allowed  to  retire  earlier  with  greater  benefit 
amounts  than  other  civilian  employees,  and  they  are  the  only  employee  group  of 
which  we  are  aware  that  is  allowed  to  include  overtime  payments  in  their  salary 
base  for  retirement  calculations.  If  cost  savings  are  sought  in  the  law  enforcement 
area,  perhaps  a  close  look  at  these  practices  is  in  order. 
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Question  6.  It  is  my  understanding  that  GAO  had  found  that  the  government, 
being  unattractive  as  a  employer,  was  having  serious  side  effects  on  federal  agen- 
cies' abilities  to  carry  out  their  missions.  It  would  seem  that  the  proposals  being 
proffered  by  the  administration  are  not  improving  that  assessment.  Given  the 
present  constraints  of  our  need  to  cut  the  budget,  how  is  it  possible  to  improve  our 
ability  to  attract  and  retain  talented  people? 

Answer.  Your  characterization  of  our  findings  about  the  government's 
unattractiveness  as  an  employer  is  correct.  Our  work  in  recent  years  has  clearly 
shown  that  federal  employment  is  too  often  not  the  career  choice  of  the  best  and 
brightest  and  that  recruiting  and  retention  difficulties  have,  indeed,  had  serious  ef- 
fect on  federal  agencies'  abilities  to  carry  out  their  missions. 

It  is  going  to  be  very  difficult  to  improve  the  government's  ability  to  attract  and 
retain  talented  people  without  competitive  pay  rates.  Our  work  consistently  shows 
that  uncompetitive  pay  is  the  primary  reason  why  federal  employees  quit  their  jobs 
and  prospective  employees  decline  federal  employment  offers.  If  the  President's  pro- 
posal to  delay  pay  reform  is  accepted,  we  believe  it  is  critical  that  such  action  be 
accompanied  by  a  strong  commitment  that  the  needed  reforms  will  be  instituted  in 
the  near  future. 

Our  work  shows  that  many  other  emplojonent  policy  modernizations  are  also 
needed  to  enhance  the  government's  competitive  posture  as  an  employer.  For  exam- 
ple, we  beUeve  actions  are  needed  to  address  the  challenges  presented  by  workforce 
demographic  changes,  including  effective  "work/family"  programs,  programs  to  deal 
with  a  more  culturally-diversified  workforce,  and  attention  to  the  needs  of  older 
workers. 


GAO  Views  on  Alternative  Proposals  Forwarded  by  the  Subcommittee  for 
Reducing  the  Cost  of  Government 

Listed  below  are  the  alternative  proposals  for  reducing  the  cost  of  government 
which  were  submitted  to  the  Subcommittee  by  members  of  Congress,  the  public,  and 
the  various  witnesses  who  appeared  before  the  Subcommittee  at  its  March  3rd  and 
March  10th  hearings  on  President  Clinton's  economic  plan: 

a.  within  post  office  and  civil  service  committee  jurisdiction 

Proposal  1.  Increasing  the  President's  target  for  personnel  reductions  from 
100,000  to  150,000  could  save  an  additional  $4  billion. 

GAO  view.  As  indicated  in  our  response  to  a  question  submitted  by  Congressman 
Byrne,  we  are  concerned  that  arbitrary  decisions  on  workforce  reductions  can  have 
serious  effects  on  the  agencies'  abiUties  to  accomplish  their  responsibilities.  In  oxir 
view,  employment  levels  should  be  determined  through  careful,  reasoned  analyses 
of  workload  requirements  and  the  staffing  needed  to  handle  the  workload.  Any  ex- 
cess positions  identified  through  these  analyses  can  be  eUminated.  If  employment 
reductions  made  in  this  manner  are  insufficient  to  meet  the  overall  reduction  goals, 
then  decisions  must  be  made  on  which  programs  carried  out  by  federal  employees 
can  be  reduced  or  eliminated. 

Since  we  have  not  made  the  necessary  analyses,  we  have  no  view  on  the  number 
of  federal  employees  that  can  be  eliminated. 

Proposal  2.  Impose  five  fvu-lough  days  as  an  alternative  to  pay  freeze  or  pay  cut. 
CBO  estimates  that  this  could  save  $1  billion  in  FY  1994. 

GAO  view.  A  savings  of  $1  billion  would  be  insufficient  to  fund  the  pay  adjust- 
ments that  would  be  required  if  the  President's  proposal  is  not  accepted.  Therefore, 
this  furlough  proposal,  in  itself,  should  not  be  presumed  to  be  a  viable  alternative 
for  funding  pay  reform.  Moreover,  a  5-day  furlough  for  all  federal  workers  could 
have  serious  effects  on  the  accomplishment  of  the  government's  work. 

Proposal  3.  Freeze  all  non-negotiated  bonuses  and  cash  awards.  Three  percent  of 
the  annual  federal  pa3Toll  is  expended  on  these  items. 

GAO  view.  In  our  opinion,  this  is  a  workable  and  sound  approach  to  freeing  up 
funds  for  pay  reform.  We  believe  it  is  reasonable  to  expect  that  federal  employees 
would  prefer  to  see  their  basic  salary  rates  increase  in  exchange  for  temporary  limi- 
tations on  any  bonuses  or  cash  awards  they  might  receive. 

Proposal  4.  Impose  a  cap  of  240  hours  on  the  accumulation  of  vacation  leave  by 
employees  in  the  Senior  Executive  Service  (approximately  8,000  employees).  This 
cap  is  identical  to  that  which  is  in  effect  for  most  other  federal  employees.  The  sav- 
ings to  the  government  in  outlays  would  total  approximately  $45  million  over  five 
years. 

GAO  view.  It  should  first  be  pointed  out  that  the  proposal  inaccurately  describes 
the  annual  leave  accumulation  poUcy.  There  is  no  240-hour  cap  on  annual  leave  ac- 
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cumulation.  Rather,  federal  employees,  other  than  members  of  the  Senior  Executive 
Service  (SES),  are  allowed  to  carry  over  no  more  than  240  hours  of  unused  annual 
leave  from  one  leave  year  to  the  next.  During  the  leave  year,  many  employees  have 
accumulated  more  than  240  hours  of  annual  leave;  they  simply  must  reduce  their 
annual  leave  balances  to  240  hours  by  the  end  of  the  leave  year  or  lose  any  excess. 
When  they  leave  federal  emplojrment,  employees  may  elect  to  be  paid  for  any  un- 
used annual  leave  in  a  lump  sum.  SES  members  may  be  paid  for  whatever  annual 
leave  balance  they  have;  other  employees  are  limited  to  the  amount  of  annual  leave 
they  carried  over  at  the  end  of  the  previous  leave  year  plus  any  annual  leave  they 
accrued  but  did  not  use  during  the  current  leave  year.  For  example,  an  employee 
with  15  or  more  years  of  service  who  carried  over  240  hours  into  a  new  leave  year 
would  accrue  an  additional  208  hours  during  the  year  and,  if  he  or  she  did  not  use 
any  annual  leave  during  the  year,  could  terminate  federal  employment  at  the  end 
of  the  yeeir  and  be  paid  for  448  hoiirs  of  annual  leave. 

We  assume  the  proposal's  actual  objective  is  to  apply  the  same  lump-sum  pay- 
ment hmitations  to  SES  members  as  apply  to  other  federal  employees.  While  good 
arguments  can  be  made  for  making  the  payment  provisions  consistent  for  all  em- 
ployees, we  have  done  no  analysis  to  determine  whether  the  $45  million  estimate 
quoted  above  is  accurate. 

Proposal  5.  Cut  federal  pay  by  2  percent  in  FY  1994  as  an  alternative  to  the 
President's  pay  freeze,  reduction,  and  delay  proposals.  This  would  produce  savings 
of  $16.4  biUion  over  five  years.  This  option  offers  less  budgetary  savings  than  the 
President's  proposals,  2  percent  compared  to  5  percent. 

GAO  view.  This  proposal  is  somewhat  confusing.  As  we  interpret  it,  the  idea  is 
to  cut  federal  pay  rates  by  2  percent,  then  grant  the  general  and  locaUty  pay  adjust- 
ments as  called  for  by  the  pay  reform  legislation.  The  same  objective  could  be  ac- 
complished by  reducing  the  locality  pay  adyustment  amounts.  In  either  event,  as  the 
proposal  recognizes,  the  cost  would  be  greater  than  the  President's  proposal,  which 
is  to  give  no  pay  adjustments  of  any  kind  in  1994. 

Proposal  6.  Defer  cost-of-living  adjustments  (COLA)  until  age  62  for  all  non- 
disabled  retirees  in  the  Civil  Service  Retirement  System  (CSRS).  This  option  allows 
a  catch-up  adjustment  at  age  62  for  partial  inflation  protection  since  the  date  of  re- 
tirement. This  would  save  $920  million  over  five  years  (plus  an  additional  $5.6  bil- 
lion if  military  retirees  were  included). 

GAO  view.  This  proposal  troubles  us  from  two  standpoints.  First,  the  implication 
that  the  change  could  be  made  only  for  civilian  retirees  under  the  CSRS  and  not 
military  retirees  would  create  inequities  between  these  two  groups  of  retirees.  The 
objective  of  providing  COLAs  to  retirees — to  protect  their  purchasing  power  at  re- 
tirement— is  the  same  of  CSRS  and  miUtary  retirees,  and  we  know  of  no  policy  rea- 
son for  treating  the  two  groups  differently. 

Secondly,  such  a  drastic  cnange  in  the  COLA  provision  of  the  SCRS  would  cer- 
tainly we  be  viewed  as  a  serious  breach  of  faith  by  employees  covered  by  CSRS. 
These  employees  were  given  the  option  of  transferring  to  the  new  Federal  Employ- 
ees Retirement  System  (FERS)  afler  its  establishment  in  1986.  FERS  is  very  dif- 
ferent from  CSRS,  in  that  it  includes  Social  Security  coverage,  agency  contributions 
to  the  Thrift  Savings  Plan,  and  other  features  superior  to  CSRS.  On  the  other  hand, 
the  FERS  annuity  plan  has  less  generous  cost-of-living  protection  than  CSRS. 
Nondisability  retirees  under  FERS  receive  no  COLAs  until  age  62  and,  when  paid, 
the  adjustments  are  equal  to  the  increase  in  the  CPA  less  1  percent.  In  designing 
FERS,  one  of  Congress'  primary  objectives  was  to  make  the  overall  cost  of  FERS 
comparable  to  the  cost  of  CSRS.  If  the  proposal  were  accepted,  CSRS  would  be  an 
inferior  plan  to  FERS.  More  importantly,  in  weighing  the  relative  merits  of  CSRS 
and  FERS  coverage  at  the  time  they  made  their  decisions  on  whether  to  transfer 
to  FERS,  many  employees  unquestionably  found  CSRS's  more  generous  COLAs  to 
be  more  important  to  them  than  the  other  more  generous  provisions  of  FERS  and 
elected  to  remain  in  CSRS.  In  effect,  the  proposal  would  remove  the  primary  advan- 
tage of  CSRS  coverage  and  leave  the  employees  with  none  of  the  advantage  of 
FERS.  We  believe  such  a  change  would  be  unfair. 

Proposal  7.  Limit  COLAs  under  CSRS  to  one-half  percent  below  the  rate  of  infla- 
tion. This  would  save  $2.6  billion  over  five  years  (plus  an  additional  $6.3  billion  if 
military  retirees  were  included). 

GAO  view.  Our  view  on  this  proposal  is  the  same  as  our  view  on  proposal  6. 

Proposal  8  Limit  the  government's  matching  contribution  to  the  thrift  saving  plan, 
under  the  Federal  Employees  Retirement  System  (FERS),  to  50  percent,  and  limit 
the  pay  set-aside  to  5  percent.  This  would  save  $2.5  billion  over  five  years. 

GAO  view.  Our  view  on  this  proposal  is  essentially  the  obverse  of  our  views  on 
proposals  6  and  7.  The  Thrift  Savings  Plan  is  one  of  three  components  of  FERS. 
In  combination,  the  thrift  plan.  Social  Seciuity,  and  the  annuity  plan  comprise  a 
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package  from  which  covered  employees  are  to  derive  their  retirement  income.  Since 
the  thrift  plan  is  an  essential  part  of  that  package,  significant  limitations  to  thrift 
plan  benefits,  like  the  proposal  represents,  could  mean  a  significant  reduction  in  em- 
ployees' retirement  income.  Also,  the  thrift  plan  was  undoubtedly  one  of  the  key  con- 
siderations by  the  employees  who  elected  to  switch  from  CSRS  to  FERS. 

Proposal  9.  Raise  the  employee  contribution  to  CSRS  from  7  percent  of  their  pay 
to  9  percent  of  pay.  This  would  raise  $4.2  billion  by  1998. 

GAO  view.  Our  concern  about  the  unfairness  of  proposals  6,  7,  and  8  apply  to  this 
proposal  as  well.  Employees  could  perceive  a  2  percent  increase  in  employee  con- 
tributions to  CSRS  as  even  more  harsh  than  a  2  percent  pay  cut,  since  amounts 
they  contribute  to  the  retirement  plan  are  part  of  their  taxable  income.  Limiting  the 
increased  contributions  to  employees  covered  by  CSRS  presents  other  inequities  as 
well  since  no  similar  proposal  was  made  to  increase  employee  contributions  to  Social 
Security  or  other  federal  retirement  systems.  Military  personnel,  for  example,  make 
no  contributions  toward  the  cost  of  their  retirement  benefits. 

Proposal  10.  Cap  reimbursements  under  the  Federal  Employees  Health  Benefits 
Programs'  (FEHBP)  fee-for-service  plans  at  the  level  of  Medicare  rates.  This  would 
save  $6.7  bilUon. 

GAO  view.  If  the  proposal  means  that  federal  employee  insurance  plan  pajonents 
would  be  Hmited  to  procedures  and  reimbursement  amounts  currently  in  force  under 
Medicare,  this  would  be  a  sharp  departure  fi"om  prevailing  practice  in  employer  in- 
surance arrangements.  Inherent  in  such  an  approach  is  the  notion  that  providers' 
fees  for  medical  procedures  and  services  now  exceed  the  reimbursement  amounts  al- 
lowed by  Medicare.  Thus,  unless  the  providers  reduce  their  fees  to  the  amounts  al- 
lowed by  Medicare,  plan  enroUees  must  pay  the  additional  costs.  Moreover,  many 
medical  expenses  for  younger  workers  and  their  famihes  may  not  be  included  under 
Medicare  guidelines,  meaning  that  federal  employees  may  be  unable  to  obtain  medi- 
cal care  or  face  out-of-pocket  expenses  that  could  be  staggering. 

Proposal  11.  CBO  estimates  that  transferring  the  responsibility  for  investigating 
and  evaluating  employment  discrimination  claims  from  federsd  agencies  to  the 
EEOC  could  save  at  least  $25  million  per  year. 

GAO  view.  The  amount  of  any  savings  that  could  be  achieved  from  the  proposed 
change  would  be  affected  by  how  the  compliant  processing  fiinctions  and  increased 
workload  would  be  performed  by  EEOC.  To  the  extent  that  EEOC  would  have  to 
hire  more  employees  to  process  complaints,  the  potential  savings  would  be  lower. 
We  are  also  aware  that  agencies  spend  considerable  time  in  counselling  potentiail 
claimants  before  formal  complaints  are  filed.  About  80  percent  of  all  potential  com- 
plaints are  dropped  during  the  counselling  stage.  If  the  proposal  contemplates  re- 
moving agencies  from  the  process  completely,  more  formal  complaints  could  be  filed 
and  costs  could  be  greater  than  under  current  procedures. 

Proposal  12.  AFGE  estimates  that  between  $5-10  million  covild  be  saved  each 
year  in  litigation  costs  by  requiring  the  0PM  Director  to  concur  with  an  administra- 
tive law  judge's  decision  before  any  employer/agency  appeals  can  proceed  to  the  next 
level  of  review. 

GAO  view.  Confirmation  of  the  savings  estimate  as  well  as  development  of  a  view 
on  the  merits  of  the  proposed  change  would  require  detailed  evaluation  work  that 
we  have  not  done.  Accordingly,  we  have  no  insights  to  share  on  this  proposal. 

Proposal  13.  When  a  federal  holiday  falls  on  a  Saturday  or  Sunday,  the  following 
Monday  is  given  off  as  a  federal  holiday.  Funds  could  be  saved  if  the  additional  day 
is  not  given  as  a  holiday.  It  could  be  treated  as  a  liberal  leave  day  which  employees 
could  take  off  but  be  charged  annual  leave. 

GAO  view.  As  a  point  of  clarification,  federal  employees  receive  Friday  off"  when 
a  holiday  falls  on  a  Saturday.  Monday  is  given  off"  when  a  holiday  falls  on  Sunday. 
The  practical  effect  of  the  proposal  would  be  to  increase  the  number  of  days  during 
the  year  in  which  employees  would  be  required  to  be  on  the  job.  There  wo\ild  be 
little  actual  dollar  savings  since  employees  receive  ftill  pay  whether  at  work,  off  on 
a  holiday,  or  off  on  leave. 

The  principal  savings  that  would  result  from  the  proposed  change  woxild  be  reduc- 
tions in  the  amount  of  premium  pay  that  is  paid  to  employees  who  are  required  to 
work  on  holidays.  We  have  no  estimate  of  how  much  that  savings  might  be.  Another 
potential  savings  would  be  the  number  of  employees,  if  any,  who  woidd  not  be  need- 
ed because  other  employees  were  on  the  job  more  days  during  the  year.  On  the  other 
hand,  some  costs,  such  as  utilities  and  building  maintenance,  would  increase  be- 
cause federal  workplaces  would  be  open  more  days  of  the  year. 

It  might  be  helpful  to  observe  that  only  4  of  the  10  federal  holidays — New  Years 
Day,  Independence  Day,  Veterans  Day,  and  Christmas — can  fall  on  Satiu-day  or 
Sunday.  The  other  six  are  Monday  holidays  (Martin  Luther  King,  Jr.'s  Birthday, 
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Greorge  Washington's  Birthday,  Memorial  Day,  Labor  Day,  and  Columbus  Day)  and 
Thanksgiving  Day,  which  is  always  on  a  Thursday. 

Proposal  14.  Reduce  the  number  of  management  level  employees.  Change  the 
manager-to-employee  ratio  from  one-to-five  to  one-to-eleven  which  is  more  in  line 
with  the  private  sector. 

GAO  view.  We  have  done  no  work  to  know  if  the  statistics  used  as  the  basis  for 
this  proposal  are  accurate.  If  changes  are  called  for,  they  would  require  significant 
restructuring  of  government  work  processes  which  could  not  be  done  overnight.  Any 
changes  to  the  manager-to-employee  ratio  in  the  government  can  be  made  only  after 
considerable  careful  study. 

B.  WITHIN  OTHER  COMMITTEE  JURISDICTIONS 

Proposal  15.  Reduce  the  level  of  spending  on  government  service  contracts  by  10 
percent.  These  contracts  primarily  purchase  labor.  A  10  percent  cut  could  save  $7.8 
billion  per  year. 

GAO  view.  Our  view  on  this  proposal  was  expressed  in  our  response  to  question 
2  submitted  by  Congresswoman  Byrne. 

Proposal  16.  Launch  an  aggressive  campaign  to  reclaim  government  equipment 
loaned  to  private  firms  performing  work  on  government  contracts.  A  1985  report  of 
the  House  Government  Operations  Committee  (House  Report  No.  99-139)  found 
that,  in  many  cases,  this  equipment  was  not  necessary  to  the  firms'  duties  and  was 
often  used  for  work  unrelated  to  the  contract.  Reclaiming  this  property  and  seeking 
reimbursement  where  appropriate  would  yield  $10  billion  in  savings. 

GAO  view.  As  described,  the  proposal  seems  to  be  worth  pursuing.  However,  we 
have  no  information  on  its  validity. 

Proposal  17.  Impose  dollar  reduction  targets  on  agencies  with  attrition  penalties 
if  the  targets  are  not  met  by  a  time  certain.  Managers  should  consult  with  the  work 
force  concerning  how  savings  should  be  achieved. 

GAO  view.  Wiile  the  proposal  has  no  specifics  on  how  much  the  reduction  targets 
might  be,  we  believe  this  kind  of  approach  holds  some  promise.  Agencies  and  their 
employees  should  be  in  the  best  position  to  determine  where  potential  savings  could 
be  found. 

Proposal  18.  Eliminate  the  drug  testing  of  federal  employees.  Based  on  past  expe- 
rience, it  has  cost  the  government  just  over  $77,000  to  isolate  each  positive  drug 
test.  In  a  1992  report,  GAO  found  that  each  drug  test  cost  $73. 

GAO  view.  This  is  largely  a  policy  matter  for  the  Administration  and  Congress 
to  decide.  While  drug  testing  can  be  expensive,  the  essential  issue  is  whether  it  is 
appropriate  to  test  employees  and  job  applicants  for  drug  use. 

One  option  for  reducing  drug  testing  costs  is  to  reduce  the  number  of  positions 
now  deemed  "sensitive"  and  subject  to  testing.  Agencies  have  designated  approxi- 
mately 400,000  such  positions.  They  cover  the  full  spectrum  of  occupations,  from  air 
traffic  controllers  to  secretaries.  If  the  number  of  positions  designated  for  routine 
testing  were  reduced,  employees  in  other  positions  could  still  be  tested  when  there 
is  reasonable  suspicion  of  drug  use  or  when  accidents  have  occurred. 

Another  option  is  for  agencies  to  reduce  the  frequency  of  drug  testing.  Some  agen- 
cies annually  test  as  few  as  5  percent  of  their  designated  positions  while  others  test 
100  percent.  There  are  no  empirical  data  showing  any  particular  level  of  testing  has 
a  greater  deterrent  value  than  another. 

Proposal  19.  Establish  more  demonstration  projects  in  productivity  gainsharing 
such  as  the  McClellan  Air  Force  Base  Pacer  Share  program  where  job  descriptions 
were  expanded,  individual  appraisals  were  eliminated,  and  Total  Quality  Manage- 
ment and  productivity  gainsharing  was  instituted.  After  five  years,  results  at 
McClellan  AFB  included  a  one-third  reduction  in  the  number  of  laborers  and  man- 
agers, implementation  of  a  more  effective  team  approach  to  work  performance  and 
decision-making,  and  saving  of  $12  million — half  of  which  was  returned  to  the  Air 
Force  and  half  of  which  went  to  the  workers  who  achieved  the  cost  savings. 

GAO  view.  We  have  not  reviewed  the  Pacer  Share  demonstration  project,  but,  as 
the  proposal  suggests,  it  was  reputed  to  be  a  success.  If  so,  we  agree  that  expansion 
of  this  kind  of  approach  to  other  organizations  would  seem  to  be  worthwhile.  How- 
ever, adoption  of  these  kinds  of  programs  takes  time;  it  is  unlikely  they  would 
produce  large  savings  by  1994. 

Proposal  20.  Implement  a  single  uniform  government-wide  system  for  issiiing  se- 
ciuity  clearances  to  replace  the  current  system  where  each  agency  issues  its  own 
security  clearance. 

GAO  view.  Currently,  each  agency  determines  whether  to  issue  security  clear- 
ances to  individual  employees,  but  they  do  not  make  the  background  investigations 
upon  which  these  determinations  are  based.  Most  background  investigations  are 
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done  by  0PM  or  the  Defense  Investigative  Service.  Further,  in  October  1991,  the 
President  issued  National  Security  Directive  63  calling  for  the  elimination  of  redun- 
dant and  costly  investigative  practices  throughout  the  Executive  Branch.  The  direc- 
tive established  minimum  standards  for  certain  investigations  and  increased  the 
transferability  of  investigative  results  among  agencies.  We  have  no  position  on 
whether  additional  changes  are  needed. 

Proposal  21.  Freeze  all  spending  for  training  related  travel  for  one  year. 

GAO  view.  We  do  not  believe  this  proposal  is  practiced.  Many  external  training 
courses  require  travel  by  attendees.  Some  internal  agency  training  could  require 
travel  as  well.  A  prohibition  against  treiining-related  travel  could  severely  restrict 
agencies'  abilities  to  provide  needed  training  to  their  employees.  Of  course,  agencies 
should  always  attempt  to  economize  when  selecting  training  locations. 

Proposal  22.  Delay  the  printing  of  all  non-essential  publications  for  one  year. 

GAO  view.  We  presume  the  proposal  refers  to  publications  agencies  produce  for 
pubUc  use.  If  the  publications  are  truly  non-essentiaJ,  it  seems  to  us  they  should 
not  be  produced  at  all  rather  than  just  delayed  for  a  year. 

Proposal  23.  Freeze  purchases  of  furniture  and  other  non-technology  items  for  one 
year. 

GAO  view.  Again,  we  question  the  practicality  of  arbitrary  restrictions  such  as 
this  proposal.  Federal  employees  must  have  furnitiu^  and  other  items  to  do  their 
jobs.  If  these  items  are  not  available,  they  must  be  obtained  in  some  manner,  in- 
cluding purchase. 

Proposal  24.  Increased  investments  [in]  workplace  safety  could  reduce  the  cost  of 
workers  compensations  claims  and  save  the  government  approximately  $300  million 
per  year.  Between  1989  and  1992,  the  annual  amount  spent  on  workers'  compensa- 
tion by  the  15  largest  federal  agencies  rose  from  $1.2  billion  to  1.6  biUion.  Oregon 
reduced  its  workers'  compensation  premiums  by  20  percent  over  two  years  as  the 
result  of  implementing  an  aggressive  occupational  health  and  safety  program. 

GAO  view.  Our  work  confirms  that  workers  compensation  costs  in  the  government 
are  large  and  increasing  and  that  greater  attention  to  the  program  is  needed.  Al- 
though we  have  not  reviewed  the  Oregon  program,  examination  of  alternative  ap- 
proaches to  see  if  they  might  be  applied  in  the  federal  employee  program  seem  to 
be  warranted. 

Proposal  25.  Last  year,  the  Social  Security  Administration  testified  before  the 
House  Select  Committee  on  Aging  that  for  every  10,000  "continuing  disability  re- 
views" evaluated,  one  would  expect  to  find  $9  million  in  overpa5rments.  The  Amer- 
ican Federation  of  Government  Employees  (AFGE)  believes  that  as  much  as  $1  bil- 
hon  per  year  is  spent  in  overpayments  to  disability  beneficiaries  because  staff  reduc- 
tions have  made  "continuing  disability  reviews"  all  but  impossible.  In  addition, 
AFGE  reports  that  there  is  a  backlog  of  over  1  million  cases  at  the  Social  Security 
Administration  (SSA),  a  direct  result  of  the  17,000  person  staff  reduction  which  oc- 
curred between  1985  and  1990.  In  1992,  GAO  testified  before  the  Senate  Sub- 
committee on  Social  Security  and  Family  Policy  that  for  every  "medical  improve- 
ment expected"  case  reviewed,  SSA  could  expect  a  $4  return  for  every  $1  of  adminis- 
trative expense  incurred. 

GAO  view.  We  remain  concerned  that  SSA  is  not  doing  the  continuing  disability 
reviews  required  by  law.  Although  SSA  is  developing  ways  to  better  target  the  re- 
views to  make  more  efficient  use  of  its  resources,  many  individuals  who  are  no 
longer  disabled  will  continue  to  receive  benefits  for  years  to  come. 

Again,  situations  like  this  clearly  demonstrate  why  we  believe  staffing  levels  must 
be  determined  on  a  sound  basis.  In  this  case,  good  workforce  planning  could  well 
mean  that  staffing  increases  are  needed  to  carry  out  a  program  effectively. 

What  long  run  savings  if  we  take  cuts  now  and  redirect  for  SSA  staffing? 

Ms.  Norton.  Starting  first  with  Mr.  Blum,  in  a  rare  instance 
where  you  give  an  estimate  that  is  greater  than  0MB 's,  you  indi- 
cate that  CBO  estimates  that  112,000  employees  will  leave  the 
work  force  between  1993  and  1995.  What  accounts  for  that  dif- 
ference? 

Mr.  Blum.  You  mean  112,000  versus  100,000? 

Ms.  Norton.  I'm  sorry,  versus  100,000  which  the  President  esti- 
mates. 

Mr.  Blum.  Well,  that  number's  simply  taken  from  the  little  book- 
let put  out  by  the  Office  of  Management  and  Budget.  There  is  a 
table  in  the  back,  I  think  it's  table  9. 
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Ms.  Norton.  Did  they  round  off  the  figure?  Is  that  how  they  got 
100,000? 

Mr.  Blum.  I  guess  so.  But  if  you  look  closely,  they  do  have,  at 
the  bottom  of  the  table,  a  line  called  "fulltime  equivalent  reduction 
from  the  base."  When  you  get  to  1995,  it  shows  112,000.  So,  we 
simply  took  that  figure 

Ms.  Norton.  Used  the  real  figure  instead  of  the  rounded  off  fig- 
ure? 

Mr.  Blum.  Yes. 

Ms.  Norton.  All  right.  I'd  like  you  to  clarify  your  use  of  165,000. 
In  part  of  your  testimony,  you  said  that  in  order  to  do  pay  reform, 
one  would  have  to  have  165,000  additional  jobs.  I  mean,  are  you 
saying  in  addition  to  the  100,000,  or  you  say  165,000  versus 
100,000? 

Mr.  Blum.  Yes.  I  was  just  tr5dng  to  do  a  h3rpothetical  calculation 
for  you.  If  we  did  not  do  the  socalled  pay  freeze  and  the  shifting 
of  the  locality  adjustments  for  a  year — and  therefore  did  not  get  the 
amount  of  savings  that  the  administration  is  calculating — but  rath- 
er we  carried  on  with  the  current  law,  then  how  could  we  get  the 
same  amount  of  savings  some  other  way,  dealing  with  personnel 
costs?  The  only  obvious  way  of  doing  it  is  to  cut  the  number  of  peo- 
ple that  you  are  emplo3dng  paying  these  higher  salaries  to.  And  our 
rough  calculation — essentially,  back  of  the  envelope — is  that  to  get 
the  same  amount  of  savings  over  the  5-year  period  would  require 
a  cut  of  at  least  165,000  employees. 

Ms.  Norton.  That's  what  I  wanted  to  clarify.  165,000  is  the  total 
number? 

Mr.  Blum.  Yes.  Yes. 

Ms.  Norton.  Not  on  top  of  the  100,000? 

Mr.  Blum.  The  100,000  is  additional.  That's  another  proposal. 
The  President  is  counting  on  reducing  emplo3rment  by  some  figure 
over  the  100,000.  Actually,  in  table  9  it  grows  by  the  end  of  5  years 
to  something  like  150,000  positions  that  would  be  cut  back.  A  big- 
ger share  of  this,  as  I  noted  in  my  prepared  statement,  is  for  the 
Defense  Department  which  is  going  through  considerable 
downsizing  as  the  defense  budget  is  reduced.  That  is  why  the 
165,000  could  well  be  in  addition  to  the  100,000. 

Ms.  Norton.  Because  your  assumptions  are  that  that's  what  you 
need  just  to  get  the  pay  reform  system  in  place? 

Mr.  Blum.  Right. 

Ms.  Norton.  And  eliminate  the  freeze? 

Mr.  Blum.  Yes. 

Ms.  Norton.  Let's  make  sure  what  we're  talking  about  here.  For 
example,  it  would  be  helpful  to  us  if  you  provided  us  with  the  fig- 
ure that  would  be  necessary  to  do  locality  pay  as  envisioned  for 
next  year,  alone.  How  many  jobs,  by  attrition,  that  would  equal? 

Mr.  Blum.  Well,  we  can  calculate  that  for  you.  The  problem  we 
have  in  coming  up  with  that  number  is  that  there  does  not  seem 
to  be  any  agreed-upon  notion  as  to  exactly  what  locality  pay  would 
cost  if  it  were  implemented  in  calendar  year  1994.  There  is  a  great 
deal  of  uncertainty.  There  is  a  range  in  terms  of  what  the  size  of 
the  pay  gap  is.  We  have  seen  figures  that  the  pay  gap  is  as  high 
as  30  percent.  If  you  work  out  arithmetically  what  that  means  in 
terms  of  locality  pay,  we  could  come  out  with  an  average  locality 
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pay  adjustment  for  calendar  year  1994  of  4.8  percent.  I  think  that 
is  on  the  high  end  of  the  range.  We  did  some  of  our  own  calcula- 
tions and  thought  that  the  pay  gap  might  be  more  on  the  order  of 
20  percent,  sort  of  in  the  middle  of  the  range.  That  might  work  out 
to  an  adjustment  of  2.9  percent,  for  example. 

0MB,  in  putting  together  the  President's  budget  numbers,  as- 
sumes that  the  average  increase  in  fiscal  year  1995 — ^the  first  year 
under  their  plan  in  which  locality  pay  adjustments  would  be 
made — used  the  figure  of  1  percent.  So,  we  have  a  wide  range  here. 

But  we  can  easily  do  the  calculations  for  you.  We  will  be  glad  to 
do  that,  showing  you  what  the  effects  of  the  employment  reduction 
might  be  for  locality  pay  of  various  sizes. 

[The  information  referred  to  follows:] 

Assuming  a  pay  gap  of  about  10  percent,  implementing  locality  pay  in  1994  would 
require  a  1  percent  pay  raise  and  would  cost  about  $0.5  bUlion.  the  same  savings 
coiild  be  achieved  by  adding  36,000  jobs  to  the  Administration's  goal  for  emplo3Tment 
reduction. 

Assvuning  a  pay  gap  of  about  20  percent  implementing  locality  pay  in  1994  would 
require  a  2.9  percent  pav  raise  and  would  cost  about  $1.3  billion.  The  same  savings 
could  be  achieved  by  adding  100,000  jobs  to  the  administration's  goal  for  employ- 
ment reduction. 

Assvuning  a  pay  gap  of  about  30  percent  implementing  locality  pay  in  1994  would 
require  a  4.8  percent  pay  raise  and  would  cost  about  $2.2  bUhon.  The  same  savings 
coiild  be  achieved  by  adding  160,000  jobs  to  the  Administration's  goal  for  employ- 
ment reduction. 

Ms.  Norton.  Oh.  What  you  indicate — and  it's  interesting — is 
that  when  this — in  the  budget  in  the  first  place,  we  don't  really 
have  reliable  figures  on  what  the  savings  are  going  to  be,  whether 
we're  talking  about  CBO  or  the  administration  because  we  haven't 
done  it  before,  I  take  it? 

Mr.  Blum.  That  is  correct.  Madam  Chair. 

Ms.  Norton.  I  know,  of  course,  that  trying  to  assess  the  effect 
of  the  Clinton  proposals  on  Grovemment  operations  is  a  speculative 
task.  It's  one  that  this  committee  is  obligated  to  do.  I  wonder  if  you 
might  cite  some  examples  from  prior  experience,  prior  cuts  or 
streamlining  measures,  which  produced  genuine  efficiencies.  And 
those  which,  for  example,  resulted  in  less,  in  the  way  of  efficiencies, 
or  where  one  could  not  point  to  specific  efficiencies  like  the  decline 
in  backlogs  or  the  like. 

I'm  trying  to  see  whether  over  time,  these  cuts  and  streamlining 
have  an  effect  on  the  efficiency  of  the  Government,  or  whether  they 
reduce  morale,  or  cut  the  efficiency  of  Government  measured  by 
backlogs  that  grow  in  agencies,  delays  in  service?  Whether  there  is 
any  information,  as  we  now  take  a  real  hatchet  at  the  Government 
in  several  ways,  to  guide  us  on  what  we  might  expect  from  the 
process? 

Mr.  Blum.  Actually,  the  General  Accounting  Office  may  be  able 
to  answer  that  question  better  than  I.  But  clearly,  in  terms  of  cut- 
ting back  Government  spending,  if  we  simply  pare  back  a  little 
bit — we  keep  hearing  about  "paring  back" — without  giving  up  any 
of  the  programs  and  responsibilities  or  services  that  the  Govern- 
ment now  provides,  I  think  that  creates  a  lot  of  problems.  There 
is  always  room  for  improvement,  for  making  efficiencies  and  so 
forth,  but  as  Dr.  Rivlin  pointed  out  this  morning,  we  are  dealing 
with  a  deficit  on  the  order  of  magnitude  of  $300  billion  this  year. 
It  will  come  down  somewhat  under  our  current  law  and  policy  pro- 
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jections,  but  will  then  start  to  grow  again  later  this  decade,  as  the 
mounting  health  care  costs  of  the  Federal  Grovemment  continue  to 
grow  quite  rapidly. 

As  a  practical  matter,  we  just  have  to  eliminate  certain  activities 
of  the  Federal  Government.  I  do  not  think  that  we  can  continue  to 
try  to  do  all  of  the  programs,  all  of  the  activities,  all  of  the  services 
that  we  now  have  under  way,  and  just  continually  pare  back,  pare 
back.  I  think  we  will  inevitably  end  up  with  the  kinds  of  problems 
that  you  are  quite  concerned  about. 

Ms.  Norton.  Ms.  Kingsbury,  did  you  have  a  response  to  that  as 
well? 

Ms.  Kingsbury.  Well,  yes.  I  certainly  share  Mr.  Blum's  last  ob- 
servation that  a  nibbling  away  at  the  edges  of  an  existing  base  of 
responsibilities  and  operations  is  not,  in  and  of  itself,  going  to 
streamline  much  of  anything.  And  I  think  from  GAO's  perspective, 
there  really  isn't  the  kind  of  information  that  you  were  suggesting 
would  be  helpful  in  seeing  whether  these  proposals  have  an  ad- 
verse or  a  positive  impact  on  programs. 

As  a  matter  of  fact,  I  believe  that  tomorrow,  the  Controller  Gen- 
eral will  be  testifjdng  before  a  Senate  committee  on  a  proposal  to 
establish  a  process  in  the  Federal  Grovemment  that  would  permit 
that  kind  of  information  to  begin  to  be  collected,  and  for  Federal 
employees  to  begin  to  be  held  accountable  for  achieving  those  tar- 
gets. But  I  think  we're  entering  into  a  period  where  we're  really 
going  to  have  to  take  a  hard  look  at  what  we're  doing,  as  well  as 
how  we're  doing  it. 

Ms.  Norton.  Indeed,  we  could  be  getting  to  inefficiencies  that 
cost  us  money  and  be  looking  at  a  losery  savings. 

Ms.  Kingsbury.  You  asked  for  examples.  The  only  one  that's 
coming  in  my  head  at  the  moment  is,  we  did  have  some  anecdotes, 
I  believe,  in  one  of  our  reports  that  in  the  case  of  Veterans  Admin- 
istration hospitals,  the  staffing  shortages  have  gotten  so  bad  in  the 
various  hospitals  that  overwork  itself  was  becoming  a  reason  for 
nurses  to  leave  the  service.  So,  it  was,  in  effect,  having  a 
compounding  effect,  which  I  don't  think  was  intended. 

Ms.  Norton.  Government  has  had  little  incentive  to  look  at  its 
own  efficiency.  Now,  that  it  must  make  savings,  it  has  an  obliga- 
tion to  do  so,  it  may  be  that  the  Vice  President's  work  will  be  illu- 
minating here. 

For  you,  Mr.  Blum,  one  more  question.  I  was,  to  say  the  least, 
intrigued  that  your  testimony  contains  an  option  that  was  also  of- 
fered by  employees.  And  that  is  to  allow  agencies  to  decide  how  to 
come  up  with  the  essentially  targeted  savings.  And  you  note  some 
of  the  benefits  of  going  at  it  this  way. 

We  know  that  analogously,  with  employee  involvement  programs 
in  the  private  sector,  quite  extraordinary  efficiencies,  raising  of  mo- 
rale, and  the  rest,  we  find  in  various  sections  of  the  private  sector. 
I  wonder  if  there  are  any  models  for  such  initiated,  added  respon- 
sibility to  managers  and  workers  that  have  been  done  in  the  Fed- 
eral Government,  which  might  guide  the  Gk)vemment  in  spreading 
that  idea? 

Ms.  Kingsbury.  Do  you  want  me  to  answer  that?  I  know  a  little 
bit  about  it. 
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Mr.  Blum.  I  defer  to  Ms.  Kingsbury  on  that.  I  would  like  to  add 
a  comment  though. 

Ms.  Kingsbury.  Well,  go  ahead. 

Mr.  Blum.  No,  you  give  the  example,  then  I  would  like  to  make 
a  comment. 

Ms.  Kingsbury.  Oh.  Well,  what  I  was  just  going  to  report,  we  do 
have  a  body  of  work  going  on,  on  the  implementation  of  quality 
management  initiatives,  which  is  that  sort  of  thing  in  the  Federal 
Government.  We  recently  completed  a  survey  of  about,  I  think, 
2,800  installation  level  organizations  in  the  Federal  Government 
and  found  that  the  vast  majority  of  them  had  begun  such  efforts, 
but  the  large  majority  of  that  were  only  in  very  early  stages. 

So,  I  think  the  spirit  is  beginning  to  move  out  there  in  this  direc- 
tion, and  there  seems  to  be  fairly  significant  management  support 
for  it,  notably,  in  such  organizations  as  the  VA  and  the  Air  Force 
and  so  forth,  but  we're  not  seeing  very  much  in  the  way  of  results 
yet. 

Ms.  Norton.  Too  early. 

Ms.  Kingsbury.  Pardon  me? 

Ms.  Norton.  Too  early. 

Ms.  Kingsbury.  Too  early,  yes.  I  mean,  the  quality  management 
literature  would  tell  you,  it  takes  5  to  7  years  to  begin  to  see  some 
real  payoffs  from  this  kind  of  thing,  and  this  is  something  that  has 
only  happened  in  the  last  couple  of  years. 

Ms.  Norton,  Well,  it  took  less  time  than  that  for  Ford  Motor  Co., 
for  example,  to  become,  for  the  first  time  in  its  history  sometime 
in  the  mid-1980's,  the  most  profitable  automobile  company  in  the 
United  States.  And  of  course,  they  really  did  it  big.  I  mean,  they 
sent  all  their  foremen  out,  retrained  them,  brought  them  back  in, 
abolished  the  hierarchical  work  place  and  got  extraordinary  sav- 
ings that  have  been  documented,  which  have  passed  on  to  their 
workers. 

I  hope  that  the  Grovemment,  if  it  begins  to  involve  employees  in 
this  way,  will  look  to  the  private  sector  and  not  try  to  reinvent  the 
wheel. 

Ms.  Kingsbury.  Well,  I  think  we  are  doing  that.  And  I  think  one 
of  the  things  that  goes  back  to  a  comment  Mr.  Blum  made  a  few 
minutes  ago,  which  we  also  have  observed  in  our  transition  report, 
is  that  private  sector  has  a  lot  more  flexibility  to  do  that  sort  of 
thing  quickly.  The  Federal  workplace  is  an  over-regulated  work- 
place in  its  current  form.  And  so,  the  option  of  carving  out  a  layer 
of  middle  management,  for  example,  is  something  that's  extraor- 
dinarily difficult  to  do  under  current  law. 

So,  I  think  we  really  need  to  give  some  thought  to  that,  on  how 
to  get  the  barriers  out  of  the  way  to  permit  that  to  happen.  I  would 
agree  with  you. 

Ms.  Norton.  Mr.  Blum. 

Mr.  Blum.  That's  essentially  the  point  I  wanted  to  stress.  I  think 
moving  toward  more  flexible  personnel  management  systems  is  the 
key  to  living  with  what  are  inevitably  going  to  be  very  tight  budg- 
ets and  required  downsizing  in  various  Federal  agencies. 

During  my  own  career  with  the  Federal  Government,  I  essen- 
tially began  in  the  executive  branch  and  then  came  to  the  legisla- 
tive branch.  One  of  the  things  that  we  did — or  actually.  Dr.  Rivlin 
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did  in  setting  up  the  Congressional  Budget  Office  back  in  1975, 
when  I  had  the  privilege  of  joining  her  at  that  time — ^was  that  in 
designing  our  own  personnel  management  system,  we  adopted  a 
very  flexible  system.  Employees  of  the  Congressional  Budget  Office 
are  to  be  treated  as  though  they  are  employees  of  the  House  of 
Representatives.  And  as  you  know,  we  actually  do  not  have  the 
same  type  of  fairly  rigid  system  that  the  executive  branch  follows, 
in  terms  of  a  pay  schedule,  the  classification  of  jobs,  and  so  on.  I 
have  found  over  the  now  almost  two  decades  that  I  have  been  with 
the  Congressional  Budget  Office,  that  it  is  a  pleasure  to  work  with 
a  flexible  personnel  management  system.  I  really  would  not  want 
it  any  other  way.  I  would  hope  that  moves  in  that  direction  would 
be  possible  for  the  executive  branch. 

Ms.  Norton.  I  certainly  hope  you'll  make  what  you've  said 
known  to  the  Grore  effort.  I'm  sure  there  are  not  a  lot  of  examples 
of  that  kind  of  flexibility  in  the  Federal  workplace. 

Ms.  Ejngsbury.  GAO  is  another  one  that  has  considerably  more 
flexibility  than  the  executive  branch  does,  and  I  would  certainly 
share  that  observation. 

I  think  it's  important,  however,  to  recognize  that  in  order  to  do 
that,  you  also  have  to  have  consensus  about  certain  other  aspects 
of  the  workplace,  like  diversity  and  fairness  and  all  that  sort  of 
thing.  You  have  to  figure  out  how  you're  going  to  achieve  those  ob- 
jectives as  well.  In  a  small  agency,  it's  relatively  easy  to  do  that. 
In  a  larger  agency — we  find  in  GAO,  it's  difficult,  but  it's  quite  pos- 
sible to  do  it,  but  it  takes  some  real  effort. 

Ms.  Norton.  Mr.  Blum,  why  did  you  decide,  or  why  did  CBO  de- 
cide to  assume,  as  I  am  assuming  it  did,  the  proxy  premium  in 
your  estimate  of  the  President's  plan? 

Mr.  Blum.  Well,  as  I  indicated  in  my  opening  remarks.  Madam 
Chair,  once  the  requirement  to  use  the  proxy  plan  expires,  we 
think  that  current  law  is  unclear  about  what  should  happen.  And 
therefore,  not  being  able  to  read  a  clear  direction  in  the  law  and 
not  having  a  firm  sense  of  a  regulation  that  has  been  promulgated 
by  the  executive  branch,  our  judgment  is  to  stick  with  the  present 
system  until  the  situation  is  cleared  up. 

Ms.  Norton.  I  think  that  looking  to  the  history  as  opposed  to 
one's  wishes  is  the  conservative  and  appropriate  way  to  approach 
an  issue  of  that  kind  where  you  have  no  real  indication  as  to  the 
future. 

Does  the  GAO  believe  that  the  proxy  premium  formula  should  re- 
main until  health  care  reform? 

Ms.  Kingsbury.  We  have  not  made  an  inquiry.  We  have  not  been 
asked  to  make  an  inquiry  about  that.  Madam  Chair.  I'm  not  a  law- 
yer, so  I  would  rather  not  speculate  about  our  position. 

Ms.  Norton.  Well,  I'm  asking  as  a  policy  matter.  I'm  not  asking 
as  a  legal  matter. 

Ms.  Kingsbury.  Well,  as  a  policy  matter,  the  only  thing  I  think 
I  can  add  to  the  understanding  of  the  issue  is  that  it  may  be  that 
part  of  the  problem  arises  from  the  original  definition  of  the  "Big- 
s'' as  specific  kinds  of  programs.  And  when  AETNA  disappeared, 
one  of  the  things  that  was  specifically  identified  in  that  law  dis- 
appeared and  there  is  no  replacement  for  it.  There  is  no  other  pro- 
gram that  meets  that  definition.  So,  that  may  be  a  part  of  why  the 
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problem  is  so  legally  muddled,  and  I'm  not  sure  what  the  solution 
to  that  is. 

Ms.  Norton.  Finally,  could  I  ask  both  of  you  whether  you  believe 
that  with  the  use  of  freezes  and  other  delays  in  Federal  pay,  there 
has  been  evidence  that  agencies  will  use  other  devices  to  accom- 
plish the  same  results,  such  as  upgrading  where  it  might  not  have 
otherwise  been  done  or  be,  for  that  matter,  justifiable? 

Ms.  Kingsbury.  Well,  I  think  there's  a  long  history  that  different 
agencies  have  sought  special  pay  rates,  have  sought  other  forms  of 
pay  adjustment  in  order  to  try  to  deal  with  the  problems  that  are 
presented  by  the  overall  pay  situation,  and  a  substantial  number 
of  positions  now  are  outside  the  general  schedule  for  that  reason. 

That  problem,  it  seems  to  me,  absent  an  awfully  strict  budgetary 
control  from  the  0MB  side,  is  likely  to  persist.  The  pay  system  is 
approaching  irrationality  in  its  original  design,  which  is  to  say,  it 
was  intended  to  be  internally  consistent  and  is  now  becoming  dra- 
matically internally  inconsistent.  And  that  seems  likely  to  occur 
until  a  serious  effort  of  pay  reform  can  be  undertaken. 

Mr.  Blum.  I  might  point  out  that  this  has  been  recognized  by  the 
Congress  as  well,  in  certain  instances — for  example,  the  pay  for 
employees  of  the  Resolution  Trust  Corporation,  Federal  Deposit  In- 
surance Corporation,  and  a  number  of  other  cases.  In  these  cases 
the  pay  that  the  Congress  approved  and  made  available  was  re- 
laxed. 

So,  there  are  problems  that  crop  up.  Some  are  dealt  with  admin- 
istratively, some  are  dealt  with  legislatively. 

Ms.  Norton.  Ms.  Kingsbury,  you  indicate  that  there  is  no — and 
of  course,  we've  heard  this  before — permanent  savings  in  the  elimi- 
nation of  lump-sum  retirement  benefits,  and  say  that  the  benefit 
could  be  used  in  the  future  as  an  incentive  for  early  retirement. 
Could  it  be  used  now  for  that  purpose,  and  more  effectively  accom- 
plish savings? 

Ms.  Kingsbury.  Well,  it  would  take  legislation  to  authorize  such 
use.  My  sense  is  that  particularly  if  we  do,  in  fact,  eventually  move 
to  confronting  some  of  the  bigger  problems  and  not  just  nibbling 
around  the  edges  of  this,  that  incentives  to  early  retirement  such 
as  those  which,  in  part,  have  been  granted  in  the  Department  of 
Defense  or  at  least,  the  authority  for  them  has  been  granted  in  the 
Department  of  Defense,  may  well  be  the  best  and  if  you'll  pardon 
a  somewhat  soft  term,  most  humane  way  to  deal  with  what  is 
going  to  very  likely  be  a  significant  downsizing  in  large  parts  of  the 
Government. 

Lump-sum  is,  in  fact,  very  attractive  to  people  who  are  approach- 
ing retirement  age  and  has  been  proven  to  be  so  in  the  past.  The 
vast  majority  of  people  who  were  eligible  for  it,  took  it.  It  is  a 
short-term  outlay  problem.  There  is  no  doubt  about  that.  But  as  an 
incentive,  it's  probably  one  of  the  best  there  is.  And  so,  we  would 
hope  there  would  be  some  consideration  of  that  at  the  point  in 
time — maybe  not  fiscal  year  1994 — ^but  at  the  point  in  time  when 
both  the  administration  and  the  Congress  are  confronting  some 
really  serious  downsizing. 

Ms.  Norton.  Finally,  Ms.  Kingsbury,  your  testimony  on  locality 
pay  and  the  effect  of  reducing  it,  how  it  got  here  in  the  first  place, 
it's  importance,  is  important  to  our  understanding,  especially  to 
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those  of  us  who  are  not  entirely  in  touch  with  the  history  of  the 
long  road  it  has  taken. 

Do  you  think  that  the  present  locality  pay  assumptions  are  so 
faulty  that  no  action  whatsoever  should  be  taken  to  implement 
them  this  next  year  as  scheduled? 

Ms.  Kingsbury.  Well,  I,  frankly,  don't  think  that's  particularly 
why  the  locality  pay  proposal  was  deferred  for  a  year.  I  think  as 
Ms.  Rivlin  mentioned  in  her  testimony,  it  was  fundamentally  a 
budget  decision.  But  then  they  also  have  found  this  methodological 
problem. 

We  have  not  looked  at  the  specifics  of  the  methodological  prob- 
lem. We  were  involved  in  the  discussions  of  FEPCA  when  it  was 
brewing.  I  think  in  the  sort  of  abstract  sense,  the  potential  for 
those  kinds  of  complications  was  clearly  understood  at  the  time 
and  decisions  were  made  to  go  in  a  particular  direction.  What's  dif- 
ferent now  is  that  they're  actually  seeing  numbers.  They're  actually 
realizing  how  many  job  matches  they  can't  make  in  a  form  that's 
useable  under  the  methodology  that  they  have. 

And  they're  also  seeing  what  was  described  in,  I  think,  Ms. 
Lattimore's  testimony,  what  appears  to  be  a  perverse  effect.  Where 
the  data  that  they're  getting  because  they're  surveying  people  who 
are  actually  working  today  in  an  area  where  there's  lots  of  people 
who  aren't  working,  is  giving  them  a  higher  number  when  the  job 
market  would  suggest,  and  all  other  indicators  would  suggest,  it 
shouldn't  be  that  high  to  recruit  and  retain  people. 

So,  I  think  they're  sort  of  struggling  with  "what  do  the  numbers 
mean?"  and  "how  do  we  control  for  these  perverse  effects?"  that 
they  hadn't  really  thought  about  happening.  That's  the  impression 
I  have  now.  I  wasn't  a  party  to  it  at  the  time.  This  is  what  my  staff 
tells  me. 

Ms.  Norton.  So,  do  you  think  it  would  be  wise,  therefore,  in 
light  of  the  emergence  of  what  was  understood  but  didn't  have  real 
numbers  in  front  of  it  before,  to  stop  where  we  are?  Assuming  one 
didn't  have 

Ms.  Kingsbury.  I  don't  think,  absent  the  budget  deficit  problem, 
we  would  be  arguing  sufficiently  significant  to  in  and  of  itself  stop 
the  process.  I  think  you  could  make  some  decisions.  You  can  make 
adjustments  later.  The  real  problem  is  the  budget  deficit  and  we 
can't  argue  with  the  seriousness  and  the  importance  of  that  issue. 

Ms.  Norton.  Thank  you  very  much,  Ms.  Kingsbury. 

Mrs.  Byrne. 

Mrs.  Byrne.  Madam  Chair,  I'm  going  to  submit  my  list  of  ques- 
tions to  our  two  witnesses  and  let  them  address  them,  but  I  wanted 
to  make  two  points. 

As  we  talked  about  total  quality  management  or  some  people  call 
it  managed  budget,,  as  your  organizations  start  to  look  to  these,  I 
hope  that  you  can  examine  year-end  spending  by  using  surpluses 
to  fund  bonuses,  merit  pay,  and  step  increases,  adding  incentives, 
in  effect,  to  hold  on  to  those  year-end  surpluses  rather  than  spend 
them.  It's  one  of  the  things  I  think  most  people  will  tell  us  and 
have  told  us,  who  work  for  the  Government  and  for  almost  any 
other  organization,  that  has  this  kind  of  "use  it  or  lose  it"  mental- 
ity, that  fiscal  year-end  spending  is  a  problem. 
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Ms.  Kingsbury.  I  think  there's  clearly  evidence  that  the  system's 
current  incentives  are  to  spend  the  money  you  have  because  you 
get  less  money  in  the  future,  otherwise,  and  that  that  incentive 
needs  to  be  changed.  I'm  not  sure  that  I  fully  agree  that  necessarily 
step  increases  and  things  like  that  are  caught  up  in  that  problem. 
It's  primarily,  in  my  experience  at  least,  been  a  contracting  prob- 
lem. 

Mrs.  Byrne.  That's  all.  Madam  Chair. 

Ms.  Norton.  Thank  you,  Mrs.  Byrne. 

I  also  have  some  questions  that  I'd  like  to  submit  for  the  record 
to  ask  your  answers  as  well.  I  would  like  to  say  for  myself  and  I 
know  for  the  committee,  that  your  testimony  has  been  especially 
useful  to  us  as  we  try  to  thread  our  way  through  a  very  difficult 
situation.  I  very  much  appreciate  your  waiting  to  offer  it.  Thank 
you  very  much. 

Mr.  Blum.  Our  pleasure. 

Ms.  Norton.  Hearing  is  adjourned. 

[Whereupon,  at  1  p.m.,  the  subcommittee  was  adjourned.] 

O 


68-003    (240) 


BOSTON  PUBLIC  LIBRARY 


3  9999  05706  7090 


ISBN  0-16-046745-4 


9  780160  467455 


90000 


